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EDITORIAL 


As We See It 


This is an election year and the Democratic 
party is in full control of the investigatory offices 
of Congress while the White House is occupied 
by a member of. the Republican party. Both 
parties are busily engaged in preparing for the 
political contests due later this year. The present 
encumbent of the White House in his initial polit- 
ical campaign in 1952 made a good deal of polit- 
ical capital out of the ‘“‘mess in Washington.” It 
is natural enough, therefore, in fact all but in- 
evitable, that Congressional committees would be 
eagerly seeking to uncover another “mess in 
Washington” for use this autumn. They are ob- 
viously having some success, and it is apparent 
also that they are finding and airing some facts 
which provide more political thunder than evi- 
dence of real wrong-doing—as well as straining 
the credulity of the public at times. 





We have no way of knowing what the grea‘ 
“.ank and file are making of all this. It is, how- 
ever, a state of affairs whose importance far 
transcends election campaign tactics. In point of 
fact, one might even question whether the facts 
being disclosed are really pertinent to the choices 
voters must make this autumn. We for our part 
certainly have no desire to condone, or even to 
appear to condone, any sort of wrong-doing in 
this or any other Administration—and certainly 
e must regret the long standing habit on the 
art of all Washington to accept—and the public 
» insist upon giving—expensive presents. 


At the same time we have not forgotten about 
ie Dawsons, the Macks, the Youngs, the 
‘aughans, and the many others in various Ad- 
ninistrations who in their turn shared the sort 
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Member Bank Borrowings 


From Federal Reserve Bank 


By DR. KARL A. BOPP* 
President, Federal Reserve Bank of Philadelphia 


Policies and other criteria governing loans to member 
banks by Federal Reserve Bank are reviewed by Dr. 
Bopp. The Philadelphia Bankers’ bank president and 
economist shows why member banks should not seek 
funds from Fed when overloaded with long terms dur- 
ing tight money period; explains why Fed does not pre- 
vent borrowing by charging a high enough rate; clears 
up common misunderstandings held about Fed’s opera- 
tions; and rebuts arguments of those holding commer- 
cial banks should invest in long terms during recession 
to aid recovery at expense of internal liquidity position. 
Terms discount rate an indispensable monetary policy 
tool but likens it to a safety valve only to be used to 
meet needs that could not reasonably be anticipated. 


I propose to discuss borrowing from the Federal Re- 
serve Bank. I have selected this topic for discussion 
precisely because few member banks 
have occasion to borrow at this time. 
The amount of borrowing is low in 
part because the Federal Reserve 
System has provided reserves lib- 
erally and cheaply in other ways 
as an important contribution to eco- 
nomic recovery. 

Why, then, talk about such bor- 
rowing now? There are several rea- 
sons: 

(1) If experience is any guide, this 
will not be a permanent state of 
affairs. 

(2) We all wish to know the basic 
principles on which we operate. 

(3) We are more apt to establish 
valid principles when our immediate 
profit position is not affected by the decisions we reach. 

Before I discuss borrowings as such I would like to 
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Kari R. Bopp 


*An address by Dr. Bopp before the 64th Annual Pennsylvania 
Bankers Association Convention, Atlantic City, N. J 
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42nd Annual Convention of the Investment Dealers’ Association of Canada at Manoir 
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Reaping Inflation’s Harvest 


Former Chairman, Council of Economic Advisers 
Economic Consultant, Washington, D. C. 


Dr. Nourse rejects dismayful alternative of economic . 
authoritarianism proposed by some as answer to the 
problem caused -by institutionalization of inflation by 
labor, corporation and: finance policies — fertilized 
soft money and deficit spending. Referring 
warnings of the consequences of sowing. ; 
of inflation, Dr. Nourse explains. how reliance on ; 
tary-fiscal cures, which he avers are dangerous 
tives, leads to a bad harvest-of overstrained booms 
distorted ensuing downturn. Believes the public will 
accept chronic unemployment resulting from i i 
policies, and contends the answer to this is self-sustain- 
ing adjustments in the price-imcome structure of the 
market place instead of economic controls. 


Just a year ago I addressed a meeting speaking under 
the title “Sowing the Seeds of Inflation.” I argued that 
seeds of inflation were sown in the soft-money policy 
that prevailed for some years prior 
to the Federal Reserve - Treasury 
“accord” of March 1951; in the tax 
reduction of May 1948; and in the 
price-wage leap-frogging that char- 
acterized the 1946-57 period of 
easy-going boom, My remarks were 
not calculated to make women faint 
and strong men shudder at the 
prospect of runaway inflation, worth- 
less paper money, and national col- 
lapse. But I did bear down on the 
simple arithmetical fact that even a 
“creeping” inflation of 2% a year 
just about cuts the dollar in half 
in a single generation. And I might 

Edwin G. Nourse add here that some of those gentle 
souls who urge us to adopt this innocent creeper into 
our hearts and homes exhort us not to worry even if, 
with a little more pabulum and wheaties, he becomes 
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*An address by Dr. Nourse before the National Conference on 
Keeping America Strong, Washington, D. C., June 20, 1958. 
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.c72Mhe Security I Like Best 


A continuous forum in which, each week, a different group of experts 
im the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


IRVING L. FELTMAN 

Hay. Fales & Co.. New York City 

Members of the 
New York Stock Exchange 
U. S. Vitamin Corporation 

Everyone in the securities field 
is constantly on the lookout for 
“growth” stocks. And all of us get 
an immense satisfaction when we 
hit upon one 
which seems 
to havea clear 
path ahead. 

That’s the 
way I feel 
about the U.S. 
Vitamin Cor- 
poration. This 
company de- 
velops and 
manufactures 
various and 
well’- known 
vitamin and 
mineral med- 
icinal and nu- 
tritional prep- 
arations and pharmaceutical spe- 
cialties. This is one of the more 
successful companies in what 
seems to be an all-time growth 
industry. 

One factor which has interested 
me is the long-term trend of sales 
and earnings. In these categories 
U. S. Vitamin has considerably 
exceeded the average for the in- 
dustry. In the last 11 years, at 
least, annual sales have increased 
substantially and almost uninter- 
ruptedly, and 1957 sales of $13,- 
453,000 were $1,016,000 ahead of 
the previous year and $9,329,000 
or 225% ahead of the $4,124,000 
sales registered in 1948, 10 years 
previously, Net income has more 
than kept up with sales. The all- 
time record high net of $1,723,000 
recorded in 1957 was $223,000 or 
14.8% ahead of 1956 and $1,408,- 
000 or 446% ahead of 1948. 

Particularly reassuring to in- 
vestors in its shares is the com- 
pany’s aggressive research pro- 
gram. It has produced a series of 
successful new products year after 
year, and at present is preparing 
for the commercial introduction 
of a new oral treatment for dia- 
betes. Known as DBI, it has been 
subjected to clinical tests which 
have proceeded to the point where 
the company has felt free to an- 
nounce that “In the hands of 
qualified clinicians, DBI is an ef- 
fective, safe oral treatment for 
the majority of diabetic patients.” 

On the surface, U. S. Vitamin 
would appear to be somewhat 
overpriced on the basis of current 
earnings. At the current price of 
41, the ratio is 23 to 1. However, 
a little digging discloses that this 
high ratio is the result of what 
appears to be justified investor 
confidence in further growth. It is 
expected that DBI will receive 
favorable publicity in the na- 
tional press as a result of a series 
of scientific papers to be read or 
published during the course of the 
year. Enthusiastic acceptance of 
this drug is indicated, with a cor- 
respondingly sharp increase in 
sales and earnings in 1959. 

Considering both the pattern of 
the past and the outlook for the 
future, it is my thinking that 
there is still a lot of room on the 
upside. I regard VU. S. Vitamin, 
which is listed on the American 
Stock Exchange, as an excellent 
businessman’s risk for larger than 
average capital appreciation. 


Irving L. Feltman 


CURTIS V. TER KUILE* 
New York City, N. Y. 
National Distillers 


There are 53 concerns listed as 
industrial chemical manufacturers 
in the Fitch industry classification 
section. These include such giantsas 
Allied Chemi- 
cal, du Pont, 
Monsanto, 
Hercules 
Powder, Dow, 
and Unicn 
Carbide. Un- 
der certain 
other classifi- 
cations one 
will find en- 
terprises, such 
as Eastman 
Kodak and 
Koppers, who 
produce large 
quantities of 
chemicals 
aiong with their familiar lines. It 
will come as a surprise, therefore, 
when it is discovered that Na- 
tional Distillers and Chemical 
Corporation now stands as 12th 
in the whole chemical industry, 
that it is gaining ground fast and 
plans that by 1960 at least 50% 
of its operating profits will be 
derived from chemicals as com- 
pared with 38% today. Actually 
this observer feels that National 
is today nearly a 100% chemical 
concern, despite its modest claim. 
This feeling is based on the prem- 
ise that when one produces ethyl 
alcohol, rectified spirits, fermented 
or distilled products, he is prac- 
ticing chemistry. That when a 
company takes grain, for exam- 
ple, and processes it so as to pro- 
duce a complicated. substance 
technically known as C.H;OH, it 
is certainly in the chemical busi- 
ness, even if people do insist on 
drinking the finished product. 


National started, shall we say, 
the industrial division of . its 
chemical business in 1950, only 
about seven years ago. Since then 
its operating profit from indus- 
trial chemicals has jumped from 
$670,000 in 1950 to $19,982,000 in 
1957. 


In order to build a large chem- 
ical enterprise it takes a great 
deal of business ability, an ex- 
cellent management, a_ certain 
amount of luck, and an enormous 
amount of money. For example, 
the net plant account of National 
has gone from $44,771,000 in 1950 
to $153,016,000 in 1957, and cap- 
ital expenditures are expected to 
come to $25,000,000 each year for 
at least the next three. Business 
ability, excellent management and 
luck can hardly be separated in 
this case, for all three have be- 
come entwined in a sort of chem- 
ical combination of their own. But 
luck has had its turn, because 
when the company started in the 
industrial chemical business, it 
could not have clearly foreseen 
the tremendous demand for “ex- 
otic fuels,” quadrivalent metals, 
and those with melting points up 
to 3272 degrees Fahrenheit. The 
extremely high speeds of our lat- 
est aircraft, and the requirements 
of jet propulsion have created this 
situation. 


The company is producing a 
variety of industrial chemicals: 
ethyl alcohol, metallic sodium, 
chlorine, ammonia, sulphuric acid, 
nitric acid. This year it will com- 
mence to operate a new plant to 
manufacture Isosebacic Acid, used 
in synthetic lubricants, synthetic 


Curtis V. ter Kuile 


*The writer is a graduate mechanical 
engineer, Cornell University. He has been 
engaged in engineering and the invest- 
ment business for many years and is a 
member of the Cornell Engineering So- 
cietv and *h- New York Society of Se- 
curity Analysts. 
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textiles, and as an intermediate 
for plastics, its National Petro- 
Chemicals Division produces bu- 
tane, propane, ethyl ether and 
ethyl chloride. It converts ethane 
into ethylene to produce indus- 
trial ethyl alcohol, and polyethy- 
lene under a license from Impe- 
rial. Chemical Industries, Ltd. 
(Great Britain). Its one-third in- 
terest in Mallory-Sharon Metals 
affords an entrance into the spe- 
cial metals industry: zirconium, 
titanium and other special metals 
such as columbium and tantalum. 


The future implications of all 
this appear to be very bright. It 
is doubtful if marked progress 
will be very evident in the me- 
tallic sponges or their fabricated 
products this year. However the 
demand for beverage spirits, ethy! 
alcohol, polyethylene and the new 
products, dibasic (Isosebacic) acid, 
should continue. As operational 
difficulties with new products and 
new mills are overcome there 
should be a steady increase in the 
chemical business of the company 
in the next three years and by 
1960 or 1961 the chemical division 
is expected to contribute about 
50% of operating profits before 
interest and taxes. 

Net earnings for 1958 are esti- 
mated to be in the neighborhood 
of $25,000,000, or $2.25 per share 
of common stock, as compared 
with $2.05 per share in 1957. 


Despite the attention which 
management has been giving to 
the development of the chemical 
side of the business, it has mean- 
while been doing what the writer 
considers a good job in its bev- 
erage operations. Lesser 
and activities have been sloughed 
off and good merchandising has 
been: applied to such brands as 
Old Crow, Old Grand-Dad, Old 
Taylor, Gilbey’s and the Vat 69 
Scotch acquired a few years ago. 

In considering an investment in 
National- Distillers and Chemical 
Corporation; the following securi- 
ties are available, all listed on 
the New York Stock Exchange: 
$60.000.000 433% s. f. debentures 

due 5/1/83, rated Baa by Moody, 

callable at 105, selling at 101*s 

to yield 465%. The sinking 

fund is calculated to retire 75% 

of the issue prior to maturity. 
$32.750,000 3°4% s. f£. debentures 

due 4/1/74. They are rated Baa 
by Moody, callable at 102% and 
selling at 93% to yield 3.90%. 
The sinking fund is calculated 
to retire $1,400,000 of the de- 
bentures this year and 76% 
prior to maturity. In 1957 the 
company earned 8.22 times all 
interest charges before Federal 
income tax on a _ pro-forma 
basis. 

436,705 shares of 4%4% preferred 
stock, rated BB by Fiteh, call- 
able at 103 and selling at 93 
to yield 456%. It is held by 43 
institutions. The high and low 
for 1958 is 95-86%. The stock is 
covertible to 2.88 shares of com- 
mon stock to 9/1/61. A pur- 
chase fund, supplemented by 
purchases in the open market, 
has reduced the issue by over 
63,000 shares since 1952. In 1957 
the overall cover of interest 
plus preferred dividend, after 
tax, was 3.47 times on a pro- 
forma basis. 


10,330,326 shares of $5 par value’ 


common stock, selling at 24% 
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The Price of Gold and the 
Devaluation of the Dollar 


By ROBERT FELSETTE 
Investment CounselNer, Les Angeles, Calif. 


Mr. Felsette’s commentary on proper gold price policy to pur- 
conclusion 


sue includes arguments to support his 


that we 


should not raise the mint gold price. The writer defines deval- 
uation and distinguishes domestic from external dollar depre- 
ciation. Believes devaluation: (1) is unnecessary for economic 


recovery; (2) would be beneficial to USSR; 


(3) not aid our 


balance of payments or export trade; (4) would increase cest 
of our imports and, yet, bring about sharp deflation in world’s 
commodity producing countries—particularly those linked to 
sterling — and cause world currency devaluation or world 
chaos which, in turn, would abet Lenin’s prediction of currency 
debasement; and (5) would lower prestige of U. S. A. 


The present recession in the 
United States reminds many peo- 
ple of the possibility of a deval- 
uation of the dollar as one of the 
means to 
bring back 
prosperity. In 
fact, the 1933 
devaluation 
which fol- 
lowed the 
great depres- 
sion of 1929- 
1932 is such 
an impressive 
precedent that 
several for- 
eign countries 
have started 
to convert 
into gold the 
dollars they 
hold in the United States ($1 bil- 
lion for the first five months of 
1958). They voluntarily deprive 
themselves of earning interest on 
their dollar balances in order to 
benefit from a possible increase 
in the price of gold. 

Today, it is still impossible to 
foresee if the present recession 
will turn into a serious depres- 
sion, but if it did, the government 
could resort merely to a large 
mop-tary inflation, which could 
bring a “de facto” depreciation of 
the dollar, without ever perform- 
ing a legal devaluation of the 
dollar. 





Robert Felsette 


Definitions 


A legal devaluation of the dol- 
lar, as we know, is a modification 
of the gold content of the dollar 
i.e., am increase in the price of 
gold expressed in dollars. In in- 
creasing in 1933,’*the price of gold 
from $20.67 to $35.00 per ounce, 
the Roosevelt Administration 
caused a legal and official de- 
valuation of the dollar. 

Within the United States, a 
“de facte” depreciation is a de- 
crease in the purchasing power of 
the dollar without change of its 
gold content: when the price level 
or the cost of living increases 10% 
for instance, the dollar loses 10% 
e* its purchasing power and in 
fact has undergone a depreciation 
of 10%. This is what happened 
during the last 20 years but to a 
much larger degree, when the cost 
of living increased 220%. 

Abread, a depreciation of the 
dollar appears when the dollar 
bills sell for less than its official 
parity: If 90 Canadian dollars can 
buy 100 U. S. dollars, it shows an 
external depreciation of the U. S. 


dollar though all business and 
official transactions are still made 
at the official rate of 100 U. S. 
Canadian dollars for 100 U. S. 
dollars. 

An official devaluation of the 
dollar would not bring to the 
American economy any advantage 
that could not be ebtained by 


other means. On the other hand, 
it would greatly lower the pres- 
tige of the United States. Prac- 


tically, it would considerably in- 
crease the purchasing power in 
dollars of Russia which has be- 
come the second largest producer 
of gold and which is about to be- 


> come the first. 


The Buyers of Gold 

The mest important pre-war 
buyer of gold — China — is com- 
pletely out of the market. In 1957, 
24 million ounces of gold were 
purchased by foreign national 
banks (among others by West 
Germany which has increased its 
stock of gold 
1953 and 1957), nine million 
ounces by private parties and four 
million for industrial use. 

Since world gold production, 
Russia excepted, is estimated at 
29.3 million ounces, the Russian 


sales have been approximately 7.5_ 


billion against four billion ounces 
in 1956. This enormous inerease 
of Russian sales on the world 
market is the most striking event 
of the last few years. 


Russia: an Inereasing Producer 
Of Geld 


A British specialist believes that 
Russian production of gold is 
probably twice as large as its 
sales; this would mean that the 
Russian production is now over 
15 million ounces while the U. S. 
Mining Bureau estimates Russian 
gold production as being certainly 
over 10 million of ounces. 

Since the production of the 
Union of South Africa is around 
17 million ounces, Russia would 
already be the second largest pro- 
ducer of gold in the world, ac- 
cording to the American figures 
and about to become the first one, 
if we aecept the British figures 
(Canada takes third place with 
four million ounces and the U. S. 
fourth postion with 1.8 million 
ounces). A devaluation of the dol- 
lar would increase the number of 
dollars that Russia receives for 
each ounce of gold which it sells 
on the world market; it would 


Continued on page 28 
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Observations. . . 


By A. WILFRED MAY 


THOSE SOVIET 
COMPETITORS 


The national self - debasement 
with which we color our com- 
parative appraisals of U. S.-Soviet 
“progress,” encompassing activi- 
ties ranging 
from Sputnik- * 
hoisting to 
folk dancing, 
has with ever- 
increasing 
prominence 
been including 
the economic 
area. Current 
publication of 
much valuable 
factual data, 
as in studies 
by the Com- 
mittee for’ )”°@Q44222 
Economic De- A. Wilfred May 
velopment and 
the National Bureau of Economic 
Research, and an article, ““Khrush- 
chev’s New Economic Gambit,” by 
Philip Mosely in the current For- 
eign Affairs, renders particularly 
important the public’s knowledge- 
ability for drawing conclusions 
that are objective and realistic. 


For example, before becoming 
panicky over the favorable rate of 
growth.demonstrations chalked up 
by Soviet production, it must be 
questioned as to how important 
this statistic actually is. In the 
first place, the importance of the 
relative base from which the rate 
is calculated must be appreciated. 
A country which is in its early 
stages of industrialization, and 
proceeding from a lower base, will, 
as do -the Soviets, quite easily 
show. year-to-year percentages of 
increase which are sensationally 
greater than in an advanced na- 
tion, but smaller in absolute quan- 
titative figures. Also to be real- 
ized is the short-sightedness of 
concentrating on industrial pro- 
duction, in lieu of including the 
qualitative areas of economic prog- 
ress into which the more advanced 
country fans out. In various 
service industries and housing, 
the United States is ever widen- 
ing its enormous lead; and our 
agricultural production has over 
the years far outdistanced the 
Russians’. 


Also, in matching rates of 
growth, the time intervals selected 
should be recognized as important. 


Over the entire 40-year span of 
the new regime, the Kremlin’s 
rate of growth has been no higher 
than ours. In any event, it is mis- 
leading to concentrate on the past 








2-year period, which has included 
the American cyclical Recession. 

Moreover, the actual validity of 
the U.S.S.R. statistics is open to 
serious question. Can we trust the 
7remlin on their statistical hand- 
outs on which our comparative 
data are based? In any event, their 


yey statistics on individual commodi- 
* ties are not consistent with their 


over-all production index; and be- 


4 sides, it seems that some major 
/* sectors are omitted. 


The Bureau points out that the 


| wide divergence of ,bebayior of 
| their indexes, when coupled with 


the evidenced shortcomings of each 
index, demonstrates the impossi- 
rility of constructing a satisfac- 
‘ory Soviet index. It concludes 
hut since none of the indexes is 
based on anything approaching 
the amount of verifiable data en- 
compassed in standard indexes of 
industrial production used in most 
Western countries, none can be 
considered an accurate estimate, 
by Western standards, of what it 
purports to measure. 

Also, we too often become en- 
grossed in the “foreign fields look 
greener” foible, overlooking the 
Soviet’s troubles while we so 
masochistically play up our own. 
Philip Mosely, in the article which 
we have cited, aptly depicts the 
bureaucratic Mr. Khrushchev’s 
difficulties in trying to cut through 
a “maze of decision-making” to 
resolve conflict between the au- 
thority of regional councils and 
central direction, reflecting deep- 
rooted schism between local inter- 
ests and the nationwide demands 
as prompted by administration 


from Moscow. 
% % 


APPRAISING THE 
RECESSION NOW 


In taking stock of our present 
bearings and direction in the 
10-month Recession, the National 
Bureau’s indicators (technically 
termed the Diffusion Index of 
Business Indicators) finds that the 
rate of decline has been more se- 
rious than in the previous mild re- 
cessions, including 1923-24, 1946- 
49, and 1953-54; but less severe 
than the major drastic slumps of 
the 1929-32 or 1938-39 categories. 
In the area of personal incomes, 
this is the very mildest decline on 
record. 

On the immediate situation, the 
Bureau’s widely-publicized indi- 
cators of business activity reveal 
that the over-all economy has 
gained since April, with activity 
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in May completely reversing the 
December-to-April decline. The 
crucial) period is immediately 
ahead. If the indicators continue 
to move up, this will in the nor- 
mal course of events signify that 
the decisive low point of the re- 
cession has been reached. On the 
other hand, should the upward 
course of the indicators be re- 
versed, the May business upturn 
will presumably be identifiable as 
a mere “ripple.” 

Initiated by Dr. Arthur F. 
Burns, former Chairman of Presi- 
dent Eisenhower’s Council of Eco- 
nomic Advisers and now returned 
to the Bureau as President, the 
indexes are now compiled under 
the direction of Dr. Geoffrey H. 
Moore, Associate Director of Re- 
search. For anticipating business 
changes the so-called Leading 
Series is used, because it includes 
areas that have historically risen 
and fallen from four to nine 
months before the over-all econ- 
omy has changed its course. Used 
in this group are business failures 
durable goods’ new orders, resi- 
dential building contract awaras, 
non-residential building contract 
awards, average hours worked, 
new incorporations, the move- 
inent of 22 commodity prices, and 
the Dow-Jones Industrial Stock 
Average. 

The Stock Market as an Indicator 

Quite significant to us is the 
inclusion by the Bureau, as by 
other studies, of the movement 
of stock prices, along with the 
seven other indicators. To this 
writer any reliance on short-term 
stock market fluctuations as a 
forerunner of business is fallacious 
on the grounds of logic as well as 
actual experience. 

Laying aside for a moment the 
value of the market's thermo- 
metric ability, it should be real- 
ized that stock price fluctuations 
are only in small part connected 
with business factors; the impor- 
tant influences unconnected with 
business, including the supply of 
investible funds and the interest 
1ate, the inflation prospects, tax 
factors, and just downright in- 
explicable psychology of the spee- 
wlator crowd. But even to the 
minor extent that fluctuations of 
business and the market are rele- 
vant, the taking of a Gallup Poll 
regarding the business future 
among market participants is un- 
justifiable. With the stock market 
followers basing their business 
expectations on the same indica- 
tors that are available to econo- 
mists, for the economists in turn 
io rely on the market people as 
an indicator, represents travel in a 
circle. Such reliance would only 
be justified on the assumption, 
wholly unwarranted, of special 
business forecasting prescience by 
investors. 

During the short term of the 
present Recession, the market's 
action has been irrelevant to either 
the course of business or the eco- 
nomic expectations of the experts 
(again re-stated in the pessimistic 
forecasts of 12 industrial leaders, 
as published by the First National 
Bank of Chicago). 

The actual performance record 
of the market also discredits stock 
prices as an indicator of the 
course of business. Our epochal 
stock market boom of the latter 
1920’s had no relevance to eco- 
nomic activity. Likewise, the bull 
market of 1935-36, chalking up a 
50% advance, was completely un- 
related to industrial activity (it 
stemmed from monetary infla- 
tion). Conversely, the drastic bear 
market of 1939-42 occurred midst 
a major rise in production and 
national income. Again in 1946 the 
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With the summer season already under way business and in- 
dustrial leaders look for some tapering off in the weekly indices 
of trade and industry. 

Steel production an important factor in our economy has al- 
ready shown signs of contraction in output from the somewhat 
improved tone of previous weeks. 

One metalworking weekly, “The Iron Age,” states this week 
that “no one is looking for a rea] pickup in steel demand until 
late August or September. Even then, the improvement is expected 
to be gradual rather than abrupt. Part of the pickup will be due 
to increased buying by auto companies for new model output. 
Steel men get the word that the auto firms will not go overboard 
on new model production until they see how sales are going.” 
Other trade reports have given similar evidence of some mild de- 
clines in output but they are not being viewed at this time with 
alarm, but rather something that was expected with the feeling 
that conditions would brighten a bit in the closing months of the 
vear. 








Seasonal expansion in outdoor work pushed down the number 
of idle workers receiving unemployment compensation to the low- 
est level] this vear, the United States Department of Labor re- 
ported. 

The agency’s report, for the week ended June 14, showed state 
jobless payrolls declined by 113,000 from the week before to a 
total of 2,704,600. This total reflects the number of insured work- 
ers reporting a completed week of unemployment. 

The department’s Bureau of Employment Security also re- 
ported new claims for such insurance during the week ended 
June 21 dropped by 13,800 to a total of 318,500, the lowest num- 
ber of new claims for any week since Jast mid-November. 

Both total insured unemployment and new claims were still 
substantially above the 1957 periods. Ia the corresponding 1957 
week, insured unemployment totaled only 1,268,700, while the 
1957 figure for new claims was 202,600. 

Although the total of workers getting jobless pay fell as a 
result of more work, 32,000 persons were removed from the 
benefit rolls because they exhausted the maximum period of cov- 
erage under the State-Federal unemployment insurance set-up. 
This was practically the same as the number of exhaustions in the 
previous week. 

The drep in insured unemployment was the ninth successive 
weekly decline, a span in which the total fell by 658,000 from the 
1958 high of 3,363,300 reported for the week ended April 12. 

The latest weekly decline lowered toe 6.4% the rate of insured 
unemployment, compared with 6.7% a week before and 3.1% a 
year earlier. 

All but three states reported lower levels of insured work- 
ers, with the biggest declines in California, 22,300; Ohio, 14,000; 
Michigan, 10,600. and New York, 9,300. 

The California decline was attributed mainly to increased 
activity in construction and food processing industries and some 
improvement in lumbering, trade and tourist activities. More 
outdoor work influenced the declines in Ohio, Michigan and New 
York as well as in several other states, the bureau said. It also 
noted that Michigan reported a sizable number of recalls in Detroit 
automobile plants. 

Declines in new claims for the insurance were reported by 
28 states, with the reductions in most states relatively small. Big- 
gest drops occurred in Missouri, 2,800; Indiana, 2,700, and Penn- 
sylvania, 2,300. They came as a result of shoe plants reopening in 
Missouri after summer vacation closedowns, a tapering-off in the 
volume of claims filed by steel, coal and textile workers in Penn- 
sylvania and more stable conditions in Indiana’s auto industry. 


In the steel industry this week we learn that prices are ex- 
pected to rise in August with an outside chance that the prices 
of some individual products will go up during July, according to 
“The Iron Age,” nationa] metalworking weekly. 

It notes that United States Steel Corp. and other major pro- 
ducers will go slow in “clarifying” the competitive and cost fac- 
tors affecting the steel price structure. When they finally move, 
they will be armed to the hilt with evidence to support a price 
increase. 

“The price boost, when it comes, will be on a selective basis,” 
reports “The Iron Age.” “Not all steel products will be affected 
at the outset. It’s even possible that United States Steel will 
follow, rather than lead, in establishing new prices en some 
products.” 

The metalworking magazine added that when the returns are 
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By DR. IRA U. COBLEIGH 


Enterprise 


Economist 


Two distinguished financial institutions outlined in a brief 
joint review. 


So far as we know, the two in- 
stitutions bracketed in today’s 
title have not before been dis- 
cussed together. The joint treat- 
ment occurred 
first tous. 
since it’s espe- 
cially topical 
on the Fourth 
of July, week- 
end to reter 
to the United 
States; and 
these com- 
panies include 
such reference 
in their cor- 
porate titles. 
There are 
other points of 
similarity: 





sa w Cobleigh 


both institu- 
tions are over 100 years old, both 
domiciled in the City of New 
York: and they share a strong 
mutual interest in the creation 
and preservation of estates. Fur- 


ther, sustained purchase of shares 
in either, or both, enterprises over 
any period of years would have 
provided a considerable measure 
of investment serenity. 

We'll talk about the life insur- 
ance company first. In the pe- 
riod between 1945 and 1955, life 
insurance company stocks as a 
group showed probably a larger 
percentage of capital gain than 
shares in any other major indus- 
try. Excited by that dazzling mar- 
ket performance, hundreds of 
newcomers decided to become life 
stock holders; and they have been 
just a bit disappointed that the 
market pace in this sector has 
slackened sinee 1855; and that, 
in a number of instances, highs 
reached three years ago have not 
since been equalled. And this in 
the face of continued rise in earn- 
ing power. 

We offer no broad interpreta- 
tion of this apparent price plateau 
except perhaps that enthusiasm 
sent the shares too. high too fast; 
that competition in the industry 
has substantially -increased, and 
that there have “been recurrent 
threats of a higher base of Federal 
taxation for life companies. 

Be that as it may, 1t does appear 
that a mumber of life company 
shares are worth loeking at today, 
particularly where good manage- 
ment and aggressive salesmanship 
have resulted in a good increase 
in per share net and stockholders’ 
equity. One such company — is 
United States Life. This company, 
founded 108 years ago, is the 
oldest stock legal reserve com- 
pany in the United States. For 
many years, its growth was not 
particularly spectacular. In 1952 
new management came abroad 
when two affiliated companies, 
Continental Assurance and Conti- 


nental Casualty Co. acquired 75% 
of U. S. Life capital stock. Men 
with long and successful experi- 
ence in life insurance at Conti- 
nental were brought in, there was 
a new accent on the sale of ordi- 
nary life; an expansion of accident 
and health business, and a com- 
plete. revision of the company’s 
group insurance underwriting. A 
substantial improvement in’ sales 
and profitability has resulted so 
that today total insurance in force 
is about $1,200,000,000. 

The official legal calculation of 
life company profits is believed to 
result in a considerable under- 
valuation thereof. For example, 
in 1952 U. S. Life reported 7ic 


a share and in 1957, $1.65. With 
some small allowance for over- 
allocation of reserves, however, 


and translating the equity value 
of new insurance placed on the 
books, in terms oi its future carn- 
ing power, 1952 results were 92c 
a share and the 1957 figure about 
$3. (This equity value ot new 
business is a bit confusing but is 
customarily calculated on the as- 
sumption that each new $1,000 of 
ordinary life is worth $15, and of 
group, $5. It’s somewhat similar 
to adding “‘cash flow” to the earn- 
ings of an oil company.) 

All these figures mean that the 
1,100,000 capital shares of United 
States Life now quoted over-the- 
counter at 35 are selling at about 
1145 times adjusted earnings. The 
dividend, only 15c a _ share, is 
meager (but almost all life com- 
pany cash dividends are). This is, 
accordingly, not a particularly 
good stock to retire on, but it may 
prove an exciting one to hold for 
ten years prior to retirement! 
Continental Assurance shares rose 
1000% in market price between 
1947 and 1957. United States Life 
has Continental type management 
and generated a lot of forward 
motion in the. past 515 years. 
(Continental shareholdings in 
U. S.-Life have now’ been redueed 
to about 13%.) 


United States Trust Co. 


Now we switch from a company 
creating estates to one which has, 
for over a century, been doing a 
fine job in taking care of them. 
United States Trust Co. is be- 
lieved to be the largest institution 
in the United States specializing 
in personal trusts. Whereas the 
typical bank derives most of its 
income from loans and invest- 
ment, United States Trust Co. 
derives about 57% of its operating 
income from commissions on in- 
vestment management and fiduci- 
ary services. it keeps securities, 
in-custody, supervises individual 
portfolios, and serves as executor, 
administrator, trustee or guardian. 
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United States Life Insurance Co. 
And United States Trust Co. 


Its business has grown with the 
economic trends of the country. 
As wealth has increased, more 
and more of it has been placed in 
corporate securities requiring 
safekeeping, supervision and pro- 
fessional management. Equally, 
decades ago, most estates were 
handled by individual trustees, 
whereas today estates of any size 
nearly always are administered 
by either a bank or trust company 
as sole trustee, or co-trustee with 
an individual or individuals. 

As a result of these trends, and 
as a tribute to its outstanding ex- 
cellence in fiduciary matters, 
earnings. of United States Trust 
have been rising substantially. 
Operating income which was $6.5 
million in 1951 advanced to $11.7 
million for 1957. This worked -out 
(1957) to $5.74 per share on the 


500,000 shares of gapital stock 
now outstanding. 
An important thing to note 


about trust company operations is 
that fees are annual and recur- 
rent. A certain percentage is 
charged on the principal of the 
fund under management and su- 
pervision,eand there is usually a 
terminal charge when the trust is 
ended. For United States Trust, 
both the number of accounts han- 
dled, and fees therefrom, have 
been expanding. Investment man- 
agement fees alone have risen 
since 1949 from. $978,000 to $1,- 
814,000 for 1957; and in the first 
quarter of 1958 trust fees were 
10% higher; and investment man- 
agement fees 15% higher than in 
the same 1957 period. 

United States Trust Co. also has 
a major commercial banking oper- 
ation, with $146 million on deposit 
at the 1957 yearend, and earnings 
for that year, on approximately 
$73 million of loans and discounts, 
at an average rate of 4.35%. 

There is always some tendency 
to regard trust officers as elderly, 
ultra conservative and super dig- 
nified. One does not glean that 
impression at United States Trust. 
The management is progressive, 
and the senior officers, headed by 
Mr. Hoyt Ammidon, President, are 
both vigorous and effective, and 
years away from retirement age. 
They are not only business-get- 
ters but are showing fine results 
in operating cost controls. 

For the future, there is not only 
a broad expansion in trust busi- 
ness to look forward to, but a 
beautiful new 27-story air-condi- 
tioned. United. States Trust Co. 
building at 45 Wall, with a million 
doliar bomb proof vault, now un- 
der construction which will be 
ready for occupancy next spring. 
This will take care of the physi- 
cal requirements of the company 
for years to come. 

The capital stock of United 
States Trust Co. has been a most 
dependable and durable blue chip. 
It has paid uninterrupted cash 
dividends for 104 consecutive 
years. The present rate is $3.20 
which at the current price of the 
shares, 71, creates a 4.5% yield. 
Since 1948 the net per share has 
risen in each year. It was $3.61 
for 1949, $5.74 for 1957 and should 
cross $6 this year. Because of 
this favorable direction of earn- 
ings, the present dividend is hand- 
somely covered, and an increase 
in cash distribution for 1959 is a 
distinct possibility. 


These two equities, United 
States Life, and United States 


Trust, both quality items in their 
own field, appeal to two different 
kinds of investers. U. S. Life is 
strictly a growth stock and should 
be considered by those seeking 
capital gain who can muster a 
certain disdain for current income. 
U. S. Trust, however, is for divi- 
dend fanciers, who prefer to keep 
their money in shares unlikely to 
reduce their dividends, and ca- 
pable of increasing them over time. 
A package deal, consisting of units 
of one share of United States Life 
at 35, coupled with one share of 
United States Trust at 71, would 
make an interesting long term 
holding—perhaps even an exciting 
one, 





(5) 5 


Some Present Banking Problems 


By J. BROOKE WILLIS* 


Vice-President, Savings 


Banks Trust Company 


New York City 


In going over present banking problems, 


savings banks’ 


banker discusses impact of business recession—and its pos- 
sible prolongation—and maintenance of easy money condi- 
tions on both commercial and mutual savings banks. Mr. 
Willis: (1) notes difficulty surrounding condition of deposit 


growth and lessened earnings opportunities; 


(2) observes 


that commercial banks’ deposit increase was mainly time 
deposits and not, surprisingly, demand deposits and expects, 
however, demand deposits to increase and commercial banks 
to discourage savings accounts; opines bulk of Treasury 
financing will consist of short and intermediates sold to 
commercial banks; and predicts savings banks’ deposits will 
most likely continue rapid growth during 1958. The ‘author 
takes exception to views held by some contemporary econo- 
mists about cyclical shifts of deposits, and to Department of 
Commerce’s measurement of personal income. 


The business recession has cre- 
ated a number of formidable 
problems for bankers —for both 
commercial bankers and for sav- 
ings bankers. 
The major 
problems are 
financial in 
nature; they 
stem from the 
basic fact that 
deposits are 
rising much 
more rapidly 
than the sup- 
ply of suitable 
loans and in- 
vestments 
while at the 
same time the 
rate of return 
on invest- 
ments is de- 
clining. How long this imbalance 
between the growth of deposits 
and the supply of investments 
persists depends mainly upon the 
course of business activity and the 
monetary policies of the Federal 
Reserve System. 





J. Brooke Willis 


Recent Economic Trends 


The decline in business has 
slowed. The Spring season has 
been accompanied by an actual 
upturn in certain important sta- 
tistical. measures such as personal 
income, employment and housing 
starts. Only last week the Federal 
Reserve Board announced that in- 
dustrial production after an eight- 
month ‘decline rose one point in 
May to 127. 


Perhaps the most encouraging 
aspects of the economic situation 
are the orderliness of the eco- 
nomic readjustments taking place 
and the failure of cumulative 
downward pressures to develop. 
Total consumer expenditures have 
been well maintained and the con- 


fidence of both consumers and 
businessmen appears strong in 





*An address by Mr. Willis before the 
Joint Annual Meeting of the New Hamp- 
shire Bankers Assn. and New Hampshire 
Assn. of Savings Banks, New Castle, 
N. H., June 20, 1958. 


spite of the fact that the recession 
has proved to be more prolonged 
and: mere. widespread than was 
commonly anticipate last Fall. 
The recovery in the stock mari mt 
since last Fall has been quite . 
markable. 

The Administration, appeloitty 
with popular consent, has thus far 
successfully resisted ‘the adoption 
of any radical depression reme- 
dies. The opportunity for cutting 
tax rates has been waived while 
extravagant spending proposals 
have been successfully resisted. 

The economic malaise has been 
alleviated by the Federal Reserve’s 
easy money policy which has 
helped ‘restore liquidity’among 
banks ahd corporations; ‘greatly 
augmented the supply of loanable 
funds, and reduced borrowing 
costs to business. Benefits have 
also been derived from the opera- 
tion’ of' the so-called .automatic 
stabilizers, particularly’ the pay- 
ment of unemployment compensa- 
tion and social security retirement 
benefits, while at the same time 
the gradual rise in government 
defense expenditures has furnished 
some stimulus to business and 
employment. 


Prospects for an Upturn 

In spite of the encouraging as- 
pects of recent economic devel- 
opments it would be premature 
to conclude that.a sustained cycli- 
cal upturn is an early prospect. 
First, this would not be in ac- 
cordance with the experience in 
previous business recessions. Sec- 
ondly, more time will be required 


‘to correct the basic imbalances 


which still exist between indus- 
trial capacity and eutput and be- 
tween inventories and consump- 
tion. 

Recent studies of the experi- 
ence in previous business cycles 
indicates that prerecession levels 
of general business are not likely 
to be regained before mid-1959, 
at the earliest, on the most opti- 
mistic assumptions and might not 
be achieved before late 1960. A 


Continued on page 26 
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ting NATO in this Era of 
Confidence But Not Composure 


By HON. W. RANDOLPH BURGESS* 


U. S. Ambassador to the North Atlantic Treaty Organization 
Paris, France 


Former banker, author, Under Secretary of the Treasury and 
now NATO Ambassador, in a commemorative address in 


honor of Leonard Ayres avd 


Harold Stonier, describes the 


werkings, achievements and future of two new international 
organizations said to be of significance to us, namely, the 
North Atlantic Treaty Organization and the organization for 
European Economic Cooperation. Dr. Burgess explains why 
we can have “confidence but not composure,” m ascertaining 
there is no room for complacency or relaxation, and presses 
the point that the East-West contest is not military alone. 
Notes we are not doing “quite well enough to be sure in win- 
ning this economic contest” and calls for informed public 
opinion giving NATO’s purposes constant, vigorous support. 


I propose to review something 
about the task on which I am 
now engaged in Paris as the 
American Representative to two 
international 
organizations 
of great sig- 
nificance to 
every one of 
us here: the 
North Atlan- 
tic Treaty 
Organization 
—NATO; and 
the Organiza- 
tion for Eu- 
ropean Eco- 
nomic Co- 
operation — 
OEEC. 

First I must 
state just what 
these organization are, for I find 
many Americans do not under- 
stand them. They are something 
completely new under the sun. 
For the first time in history, the 
countries of Western Europe have 
formed a close peacetime associ- 
ation with the United States and 
Canada for their mutual protec- 
tion and well-being, and to pre- 
serve the heritage of Western 
civilization with all that that 
means to each one of us. 

I shall discuss mostly about 
NATO simply from lack of time 
to do justice here to both organi- 
zations. 


W. Randolph Burgess 


What Is NATO? 

NATO is first of all a pledge 
by 15 Western nations of mutual 
support for defense against ag- 
gression. The North Atlantic 
Treaty reads in part: 

“The Parties to this Treaty 
reaffirm their faith in the pur- 
poses arid principles of the Char- 
ter of the United Nations and 
their desire to live in peace with 
all peoples and governments. 

“They are determined to safe- 
Zuard the freedom, common heri- 


*From an address by Dr. Burgess be- 
fore the Graduate School of Banking of 
the American Bankers Association, in- 
@ugurating the Harold Stonier Memorial 
Adéress, Rutgers-The State University, 
June 13, 1958. 


tage, and civilization of their 
peoples, founded on the principles 
of democracy, individual liberty, 
and the rule of law. 

“They seek to promote stability 
and well-being in the North At- 
lantic area.... 

“The Parties agree that an 
armed attack against one or more 
of them in Europe or North 
America shall be considered an 
attack against them all; and con- 
sequently they agree that, if such 
an armed attack occurs, each of 
them, in exercise of the right of 
individual or collective self-de- 
fense recognized by Article 51 
of the Charter of the United Na- 
tions, will assist the Party or 
Parties so attacked by taking 
forthwith, individually, and in 
concert with the other Parties, 
such action as it deems necessary, 
including the use of armed force, 
to restore and maintain the secu- 
rity of the North Atlantic area.” 


Who Belongs te NATO? 

The original signers of the 
Treaty were: Belgium, Canada, 
Denmark, France, Iceland, Italy, 
Luxembourg, Netherlands, Nor- 
way, Portugal, the United King- 
dom, and the United States. 
Greece, Turkey, and the Federal 
Republic of Germany were ad- 
mitted later. 


How Does It Operate? 

The operations of NATO in ful- 
filling this pledge are twofold: 
military and political. Let us 
first consider the military aspect. 

NATO’s armies, air forces, and 
navies, with equipment constantly 
modernized, form the front line 
of Western Europe’s and Amer- 
ica’s defense on air, land, and sea 
against possible aggression. This 
shield together with the great 
striking force of the United 
States, the Strategic Air Com- 
mand (SAC), and the UK Bomber 
Command, forms the deterrent. It 
is the strength of this force and 
the knowledge that it can and 
will be used promptly for the 
effective defense of NATO mem- 
bers that constitute the reason 
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why Russia does not dare attack. 
General Lauris Norstad has put 
it very simply: “Any nation start- 
ing a war against the West would 
be destroyed.” 

Tnis force is the 
our Western civilization. Without 
it, our life of freedom and op- 
portunity for the individual would 
be in grave and constant danger. 
QOue might call NATO the insur- 
ance policy of the Western world. 

The United States has provided 
the top military leadership of 
NATO. The quality of that lead- 
ership, with Eisenhower, Ridge- 
way, Gruenther, and Norstad as 
Supreme Commanders, should 
make us all proud. It has been 
vital to the success of NATO. In- 
cidentally, the full official title 
for the Supreme Commander is 
SACEUR (Supreme Allied Com- 
mander Europe), and his head- 
quarters are very near Paris at 
SHAPE (Supreme Headquarters 
Allied Powers Europe). 

Now to turn to the political 
aspect of the NATO operation. 
NATO is an extraordinary politi- 
cal instrument, both for making 
effective military plans, and for 
linking the 15 memberg of the 
alliance together in a much wider 
effort for peace, security, and 
prosperity. 

The mechanism by which 
NATO operates is simple in de- 
sign, complex in detail. Suffice it 
to say that at the top operating 
level sits the NATO Council 
(similar to a board of direc- 
tors). The Council is in perma- 
nent session and is made-up of 
a representative from each of the 
15 member countries. The Chair- 
man of the Council is the Secre- 
tary-General, P. H. Spaak who 
last year succeeded Lerd Ismay. 
The Permanent Representatives, 
as we are called, vote with the 
full authority of their govern- 
ments. Twice a year, the Foreign 
Ministers meet as the NATO 
Council, and on one historic oc- 
casion last December the chiefs 
of the governments themselves 
sat at the Council—that was 
when President Eisenhower made 
his historic trip to Paris. 

Week after week, the Council 
considers a wide range of prob- 
lems: military, political, scientific, 
economic. For example, a major 
activity of this Council in recent 
months has been the preparation 
for a possible Summit meeting 
with the Russians. I'll tell you 
more 2bout that later. 

Thus these three elements con- 
stitute NATO; a pledge: great 
military strength: and a growing 
practice of political consultation. 


bulwark of 


The Historical Background 
_ The reasons for NATO and how 
it developed will be clearer if we 
take a look back at history: 

In Paris, we are surrounded by 
it. My office in the “Hotel 
Talleyrand” was once occupied 
by one of the men who made and 
unmade rulers. I look out on the 
Place de la Concorde, where the 
heads rolled from the guillotine 
and where mobs have often 
formed to support or protest gov- 
ernments. As I prepared this talk, 
I automatically glanced out of the 
window to see if there was any 
evidence of reaction to the state- 
ment just made by General de 
Gaulle. No heads were rolling 
and Parisians were carrying on 
much as usual, 

Everywhere in Europe are the 
historical monuments of genera- 
tions of royalty. How did they 
keep the peace in those days? 
Mostly they did not; history is a 
record of wars—civil and foreign. 
Over those stormy years, in the 
search for peace, there was grad- 
ually developed from bitter ex- 
perience a formula of two parts: 
an alliance and a balance of 
power. The alliance was often 
rooted in intermarriage between 
ruling families, and was planned 
to produce a weight of power suf- 
ficient to deter the prospective 
enemy. 

Gradually as history developed, 
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An Appraisal of the 
Business Outlook 


By DWIGIHIIT W. MICHENER* 
Economist, The Chase Manhattan Bank, New York City 


Chase Manhattan economist addresses himself to what has 
currently happened to business, depicts spectacular opportuni- 
ties just ahead, and comments on the importance of business 
to assume the principal respensibility for making necessary 
adjustments in order to prepare for what is ahead. Mr. 
Michener finds greater part of our moderate decline from 
unprecedently high peaks is apparently behind us; sees no 


cause for alarm in our “growing pains” ; 


suggests we also look 


at positive side, with the negative; and avers confrontation 
of difficulties in a prompt, businesslike way will aid adjust- 
ment, recovery and maintain our economic organization. 


I think we will all agree that 
the present business situation is 
complex and difficult to analyze. 
Under the circumstances we need 
to take a calm 
and careful 
look atthe 
facts of the 
situation, get- 
ting all the 
perspective we 
can, and then 
to make our 
own appraisal. 

It is true 
that business 
reports are 
less favorable 
than they 
were a year 
To some 
people things 
look very discouraging and. they 
are wondering if we are going to 
have to say good-by to prosperity 
and to be prepared to run for 
cover. Whatever feelings are 
represented here this morning, I 
hope we can all look squarely at 
the facts of the situation and then 
draw our own individual conclu- 
sions. 

In any attempt to review 
current economic situation, it 
well to remember that our econ- 
omy has a good record of ac- 
complishment. Since 1870, our 
population has been multiplied by 
four, our output of goods and 
services multiplied by 21 and 
output per person, by about five. 
So it is that our economy has 
given us the highest standard of 
living, the most rapid progress, all 
lines considered, and the greatest 
individual freedom that any 
people has ever known. 

In the following remarks | 
would emphasize three points: 

First to notice exactly what has 
happened to business during the 
past few months, 

Second to take account of the 
spectacular opportunities just 
ahead for American business and 

Third to take account of the 
magnitude of the responsibility 
now resting upon the shoulders of 
American business. 

First let us notice what has 
happened to business recently— 
what all the current excitement is 
about. 


D. W. Michener 
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Past Few Months 


The decline in business thus far 
has been largely in the area of 
plant and equipment expansion, 
steel and automobile production, 
inventories and foreign trade. 
Electric power, foods, beverages, 
and drugs are among those show- 
ing little change. 

The fall-off in industrial pro- 
duction thus far has been slightly 
larger than that of the two former 
postwar periods of reversal. The 
decline in April was near the 
average for the 16 month period 
since the high point of December, 
1956. 

April automobile production 
was lowest in several years, and 
new car stocks on May 1 were 
still above 800,000. Despite the 
continued decline in plant and 
equipment outlays, the value of 
all construction is holding up very 


*From a talk by Mr. Michener before 
the Chemical Specialties Manufacturers 
Association, Cincinnati, Ohio. 


well because of strength in state 
and local activity along with that 
of the Federal Government and 
larger outlays for private residen- 
tial construction. Total inven- 
tories continue to decline from the 
high point of 1957 and the same 
is true of our foreign trade. 

As to the future of our foreign 
trade much depends upon our 
trade policy which is now being 
formulated by the Congress. As 
you know our Reciprocal Trade 
Act expires June 30. The Presi- 
dent has asked for a renewal of . 
this Act for five years. The out- 
come of current legislation in this 
direction is still uncertain. Should 
we take a narrower view of for- 
eign trade and foreign aid while 
Russia is tending to broaden her 
policy in this regard, the develop- 
ment would be significant indeed. 

The strength displayed by the 
price averages has been one of 
the unusual features of the cur- 
rent period of decline. Consumer 
prices touched a new high point 
in April with higher farm and 
food prices being a major force. 
Retail sales have eased moderately 
from the high point of last year. 
Consumers are reported to be 
spending less after-tax income for 
durable goods than at any time 
in many years. Consumer credit 
outstanding has declined some- 
what more than seasonally since 
Jan. 1. 

In the wake of these develop- 
ments corporate profits have been 
reduced and dividends are follow- 
ing the downward trend. Tax in- 
come of the Federal Treasury is 
thus reduced at the same time 
that its expenditures are on the 
increase. It now appears that Fed- 
eral expenditures next year will 
be above the $75 billion mark and 
that the deficit will be about $10 
billion if there is no tax cut. 

Thus, in summary it is now 
clear that we are experiencing 
the largest decline in general 
business since the Second World 
War, and that we are having it, 
for the most part, in the usual 
way in which such adjustments 
take place. It is a moderate de- 
cline from unprecedentedly high 
peaks. The greater part of the 
decline is, apparently, behind us 
and, certainly, it this point we 
have no cause for alarm. 

The simple fact is that the 
economy has been growing rapidly 
for a decade. Growth is always 
uneven. It involves obsolescence, 
and it requires periods for adjust- 
ment. In short, we are now ex- 
periencing some “growing pains” 
which are a natural part of the 
advancement of our economic or- 
ganism. Small economies have 
them, and large economies have 
them too. 


Spectacular Opportunities 
Before Us 


- In any appraisal of the business 
outlook, we must not look at the 
negative side—the decline—only, 
In the current situation, there is 
much of a positive nature to be 
taken account of in the form of 
the spectacular opportunities be- 
fore us. By “opportunities” [| 
mean not certain, guaranteed, or 
easy times, but rather the promise 
of developments ahead which 
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have great potential if we place 
ourselves in position to take ad- 
vantage of them. 

World population is now grow- 
ing at the unprecedented rate of 
more than 40 million people a 
year, bringing an enormous new 
potential market. At the same 
time people of underdeveloped 
countries are discovering the de- 
sirability of improved living 
standards. Along with this has 
come the world-wide desire to 
industrialize which, in turn, has 
brought enormous new demands 
om the American economy for 
power plants, machinery, etc. — 
goods which can be paid for by 
these people by selling us mate- 
rials, hand-made goods and other 
products which can be produced 
to advantage abroad. 

At the same time, the more 
highly developed countries of the 
world are now making great 
strides in technological progress. 
Im our own country, industry is 
spending some $8 billion annually 
on research. 

Again, and from a still broader 
point of view, the world is now 
on the threshold of the Space Age. 
We have wnlocked the power of 
the atom, and solar energy is also 


awaiting application. Soon to 
come are many new products, 
fuels, control devices, motors, 


heat-resistant metals, precision in- 
struments, etc. Along with these 
there will be demand for new 
skills and the creation of entirely 
new industries. 

Thus, insofar as this country is 
concerned, we are not a “mature” 
economy, ready to settle back and 
to terminate growth; but, rather, 
the economy is one having enor- 
mous youthful vigor and continu- 
ing to experience the challenge of 
greater and finer things ahead. 
So it is that business people today 
have a great challenge and a great 
opportunity. 


Business Bears Chief 
Responsibility 


This leads to the third point 
which I want to make. In a pe- 
riod of adjustment of the type we 
are now in, it is the businessman 
who carries the chief responsibil- 
ity for making the necessary ad- 
justments. These are not easy. 
Adjustment demands that we 
identify and eliminate weak poli- 
cies and practices; that we adjust 
constantly to changes in consumer 
demand and also improve our 
products and services. Even 
though we have sold to a market 
for years we cannot take that 
market for granted. Salesmen 
mtust be inspired to sell—not just 
to “be available.” And we must 
watch for opportunities to reduce 
production costs and selling prices. 
All of this is a part of the neces- 
sary adjustment. It has been said 
that “almost anyone can run a 
business when things are boom- 
ing, but a decline separates the 
men from the boys.” 

Thus, for most business con- 
cerns the important question may 
not be whether general business 
turns upward in July, December 
or later. Rather it may be—are 
we going to make needed adjust- 
ments and be ready for that which 
is ahead. 


During the current decline Gov- 
ernment agencies have taken 
many steps to aid. Among these 
have been the road program, aid 
in the home mortgage field, the 
provision of easier credit, etc. 
Many people have preposed that 
the Government do much more in 
the field of spending, tax cuts, 
supports, aids and so on. The list 
of such proposals is long, indeed. 
With free speech and free ex- 
pression of desires, such proposals 
are perhaps to be expected. How- 
ever, one can dare to be confident 
that the American people realize 
that we cannot for long take more 
from the Federal Treasury than 
we put in, and that we cannot for 
leng get by vote what we fail to 
get by work. 

Relative to Government aid 
proposals in general, one observa- 
tion may be made. To the extent 


that there are maladjustments in 
the economy, massive stimulants 
of this nature. cannot make tne 
economy healthy. If wages have 
been pushed too high, if prices are 
too High and inflexible, if con- 
sumers have borrowed too much 
for their own good, if foreign 
trade policies are too narrow at a 
time when Russia is. broadening 
hers, these troubles carmot be re- 
lieved by Federal subsidies and 
larger deficits: Furthermore many 
proposed Government stimulants 
would not take effect immedi- 
ately. The delayed action might 
provide a stinrulant in a later 
boom and thus, possibly, do more 
harm than good. 


Business people over the coun- 
try are asking the question — 
“What is business going to be like 
a little way down the road ahead.” 
The fact is, business people are 

oing to answer their own ques- 
tion by the polieies they support, 
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the attitudes they maintain and 
the actions they take. By facing 
our own difficulties in a prompt, 
businesslike way we not only aid 
adjustment and recovery but also 
help to maintain the finest kind 
of economic organization. 


Fitlerer Mun. Mer. 
For Wertheim & Co. 


Wertheim & Co., 120 Broadway, 
New York City, members of the 
New York Stock Exchange, an- 
nounced that John C. Fitterer, Jr. 
is now associated with their firm 
as manager of the Municipal Bond 
Department. Mr. Fitterer was 
formerly with the Municipal De- 
partment of Kuhn, Loeb & Co. 


Goast Exch. Appoints 
Alfred Hopkins 


Alfred E. Hopkins has been em- 
ployed by Pacific Coast Stock Ex- 
change as its Public Relations Di- 
rector it was announced by Mr. 
Frank EB, Naley, Chairman of the 
Exchange’s Governing Board. “Mr. 
Hopkins’ newspaper experience 
with the Los Angeles ‘Examiner’ 
and Oakland ‘Tribune’ as well as 
his extensive promotional experi- 
ence in other fields especially 
qualify him for the responsibilities 
he is assuming with us,” Mr, Naley 
stated in his announcement. “In 
creating the position of Public 
Relations Director,” he said, “we 
are planning a long range program 


by which Pacific Coast Stock Ex- 
change will more rapidly realize 
its great potentialities as well as 


attain the wide public apprecia- S 


@ 
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tion and patronage 
merit. Since this involves internal 
as well as public relations we felt 
its direction should be in the hands 
of a member of the Exchange’s 
own staff and so created the posi- 
tion to be held by Mr. Hopkins.” 


A. B. Feigen Rejoins 
Josephthal Staff 


Josephthal & Co., 120 Broad— 
way, New York City, members of 
the New York Stock Exchange, 
announced that Aaron B. Feigen 
has rejoined the firm as Manager 
of the research department. 


With Duke Securities 


(Special to Tue Financia, CHRONICLE) 
ATLANTA, Ga—Carroll E. 
Pullen is now affiliated with Duke 
Securities Co., 3030 Butner Road, 
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NEW YORK | 
j 
STATEMENT OF CONDITION, JUNE 30, 1958 i 
. 
ASSETS DIRECTORS j 
Cash and Due from Banks. ..i:. $ 482,534,142 RICHARD H. WEST 
Securities: Chairman of the Board . 
U. S. Government Securities. . 470,710,908 GEORGE A. MURPHY 
Securities Issued or Underwritten President 
by U. S. Government Agencies . 48,616,627 
Stock in Federal Reserve Bank. , 3,240,000 
Other Securities. . . 1... 16,490,223 HENRY BP erste x | 
= g Chairman, Executive Committee, 
Loans: 539,057,758 Bristol-M yers Company 
Loans Guaranteed or Insured bg rea Poe FOGARTY 
by ae wae oe 27,718,073 Continental Can Company, Ine, 
4 a2 6 & @ a ae eS , , q 
Loans Secured by i. J. HARVEY, JR. 
U. S. Government Securities. ; 178,968,375 Chairman, The Flintkote Company 
Other Loans. «sec e cee 748,956,730 per oe 2 
7-2 = resident, West Virginia 
Mort Ps 955,643,1 78 Pulp and Paper Company 
ror tgages: 
U. S. Government Insured Pings: aS 
> - “ sHGIYMAaAN al 6 : 
F.H.A. arp ae A oe a's 19,471 414 General Cable Corporation 
Conventional First Mortgages ie 
om Real Eetate. « «se oes 3 377,387 me eg wy copms yal 
1cé resideul aie reasu > 
19,848,801 Deering, Milliken & Co., Inc, 
Banking Houses. . Tinwas 16,535,423 DON G. MITCHELL 
Customers’ Liability for Chairman and President, 
Acceptances Outstanding “286 47,998,371 Sylvania Electric Products Ine, 
Accrued Interest and ROY W. MOORE 
Other Assets. ...255353533% 7,905,461 Chairman, 
ee ee ee $2,069,523, 1 34 Canada Dry Corporation 
PETER S. PAINE 
. President, 
LIABILITIES - New York & Pennsylvania Co, 
tto 7C 
Deposits . . . . . > * . - * - $1 1862,648,579 LeROY A. PETERSEN 
faxes and Other Expenses . ... « 13,880,390 President, Otis Elevator Company 
Dividend Payable July 1, 1958. » . + 2,040,000 J. WHITNEY PETERSON 
Acceptances: Less Amount in f President, 
j Portfolio. . Aes + oe 2 50,431,698 United States Tobacco Company 
Other Liabilities. ....+ + «es 5,889,751 DONALD C. POWER 
Total Liabilities ....2seves 1,934,890,218 President, 
General Telephone Corporation 
CAPITAL ACCOUNTS RAYMOND HI. REISS | 
‘ . 4 0.000 s See ( President. ' 
Pein Stock (5,100,000 shares— $10 par) _— _ Reiss Manufacturing Corporation 
S rp us . . . - . * 7. 7 . . * o . o , , 
Undivided Profits ....+++s+ee% 26,632,916 agence’ place 8 2 
Total Capital Accounts . «+ « 134,632,916 and Chief Executive Officer, 
Total Liabilities and United States Rubber Company 
Capital Accounts .. . +. 3 3 $2,069,523,134 E. E. STEWART 
President and Chairman of the Board, 
Nationa! Dairy Products Corporation 
U. S. Government Securities pledged to secure deposits of public FRANECIS L. WHITMARSH 
monies and for other purposes required by law President, 
amounted to $207,474,831, e Francis H. Leggett & Company 
| 
MEMBER FEDERAL DEPOSI INSURANCB CORPORATION 
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Dealer-Broker Investment 
Recommendations & Literature 


it is understood that the firms mentioned will be pleased 
- to send interested parties the following literature: s 





Atomic Letter (No. 38) on growth of civilian nuclear projects, 
planned new uranium-milling capacity to be allocated by 
AEC, and developments affecting Algom and Pronto Ura- 
nium Mines—Atomic Development Mutual Fund, 1033 Thir- 
tieth Street, N. W., Washington 7, D. C. 


Barnham View — Monthly investment letter — Burnham and 
Company, 15 Broad Street, New York 5, N. Y. Also avail- 
able is current Fereign ‘Letter. 

Bond Market — Analysis — New York Hanseatic Corporation, 
120 Broadway, New York 5, N. Y. 


Canada—Facts on business development opportunities—Can- 
adian Bank of Commerce, Business Development Division, 
25 King Street, West, Toronto 1, Canada. 


Carrying on Business in Canada—Booklet on how to set up 
business operations in Canada—Royal Bank of Canada, Busi- 
ness Development Department, 360 St. James Street, West, 
Montreal, Canada. 

Electric Utility Company Common Stocks—A study of 50 com- 
panies, outlining modern investment ideas and recommenda- 
tions—Montgomery, Scott & Co., 120 Broadway, New York 5, 
a we 


Japanese Market — Survey — Nomura Securities Co., Ltd., 61 
Broadway, New York 6, N. Y. 

Japanese Stocks — Current information — Yamaichi Securities 
Company of New York, Inc., 111 Broadway, New York 7, 
New York. 

Latest Field Report—Harris, Upham & Co., 120 Broadway, New 
York 6, N. Y. 

Latin American Business Highlights: including articles on 
Soviet Bloc Trade and on Commodity Agreements — The 
Chase Manhattan Bank, 18 Pine Street, New York 15, N. Y. 

Life Insurance Business—Analysis—Ralph B. Leonard & Com- 
pany, Inc., 25 Broad Street, New York 4, N. Y. 

Life Insurance Companies and Fire and Casualty Insurance 
Companies—Comparative study—A. M. Kidder & Co., Inc., 
1 Wall Street, New York 5, N.Y. 

Mid 1958 Review—Analysis of the market—Joseph Faroll & 
Co., 29 Broadway, New York 6, N. Y. 

Outlook for Business for the last six months of 1958—A sym- 
posium—First National Bank of Chicago, Dearborn, Monroe 
& Clark Streets, Chirago 90, Il. 

Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 19-year period — 
uy. Quotation Bureau, Inc., 46 Front Street, New York 

Philadelphia Bank Stecks—Comparison of 12 largest Philadel- 
phia banks— Stroud & Company Incorporated, 123 South 
Broad Street, Philadelphia 9, Pa. 

Portfolio of Income Stocks for the investment of $25,000 fund 
—in “Current Comments”—Francis I. du Pont & Co., 1 Wall 
Street, New York 5, N. Y. Also in the same issue is a list of 
candidates for dividend increases. 

Steck Digest—Condensed data—Reynolds & Co., 120 Broadway, 
New York 5, N. Y. Also available are analyses of Gulf Oil 
Corporation, Commercial Credit Company. 

Stock Options—Booklet on how to use them—Filer, Schmidt 
& Co., 120 Broadway, New York 5, N. Y. 

Wheat—Analysis of owtlook for the Canadian wheat market— 
Bank of Nova Scotia, Toronto, Ont., Canada. 


Bank of Douglas (Arizona)—Analysis—William R. Staats & Co., 
640 South Spring Street, Los Angeles 14, Calif. 


The Commercial and Financial Chronicle . . . Thursda‘ 


Boeing Airplane Co.—Bulletin—E. F. Hutton & Company, 61 
Broadway, New York 6, N, Y. 

Brooklyn Union Gas Company—Survey—Abraham & Co., 120 
Broadway, New York 5, N. Y. Also in the same circular are 
surveys of Gillette Company and Great Northern Railway. 

Brown Shoe Company Inc.—Report—Counselors Research Cor- 
poration, 411 North Seventh Street, St. Louis 1, Mo. 

Cerlist Diesel Inc.—Memorandum—Carolina Securities 
poration, Insurance Building, Raleigh, N. C. 

Cineinnati Milling Machine—Analysis—J. R. Williston & Beane, 
115 Broadway, New York 6, N. Y. 

Diveo Wayne Corporation—Analysis—Laird, Bissell & Meeds, 
120 Broadway, New York 5, N. Y. Also available is an analy- 
sis of the investment outlook. 

Duncan Electric Co.— ™Memorandum—tTaylor, Rogers & Tracy, 
105 La Salle Street, Chicago 3, Il. 

Federal Bake Shops—Analysis—General Investing Corp., 80 
Wall Street, New York 5, N. Y. 

W. R. Grace & Co.—Analysis—Harris, Upham & Co., 120 Broad- 
way, New York 5, N. Y. Also available is the current issue 
of “Pocket Guide” with recommended securities for various 
purposes, and a bulletin on Thatcher Glass Manufacturing 
Company. 

Great Western Oil] & Gas Company—Analysis—Berry & Co., 
240 West Front Street, Plainfield, N. J. 

Hanover Bank of New York—Bulletin—Laird, Bissell & Meeds, 
120 Broadway, New York 5, N. Y. 

Hobart Manufacturing Company—Report—Milwaukee Co., 207 
East Michigan Street, Milwaukee 2, Wis. 

Lockheed Aircraft Corp.—Memorandum—Green, Ellis & An- 
derson, 61 Broadway, New York 6, N. Y. 

Neptune Meter — Analysis in July “Investment Letter” — 
Hayden, Stone & Co., 25 Broad Street, New York 4, N. Y. 
Also in the same issue are brief analyses of California Pack - 
ing and British Petroleum. 

New York Capital Fund of Canada—Report—Carl M. Loeb, 
Rhoades & Co., 42 Wall Street, New York 5, N. Y. 

Northwest Airlines, Inc.—Review—John H. Lewis & Co., 63 
Wall Street, New York 5, N. Y. 

Northwestern Steel & Wire Co.—Memorandum—Doyle, O’Con- 
nor & Co., 135 South La Salle Street, Chicago 3, Ill. 

Pepsi Cola General Bottlers Inc.—Memorandum—Saunders, 
Stiver & Co., Terminal Tower, Cleveland 13, Ohio. 

Ryder System, Ine.~Comprehensive report—Blyth & Co., Inc., 
14 Wall Street, New York 5, N. Y. 

Scudder Fund of Canada—Report—Lehman Brothers, 1 William 
Street, New York 5, N. Y. 


S. Morgan Smith Co.—Analysis—H. Hentz & Co., 72 Wall 


Cor- 








Firm Trading Markets in—— 





(a) Operating Utilities 


(b) Natural Gas Companies 
Transmission, Production 
& Distribution 


Troster, Singer & Co. 
Members New York Security Dealers Association 


74 Trinity Place, New York 6, N. Y. 


HAnover 2-2400 Teletype NY 1-376-377-378 








Street, New York 5, N. Y. 


State Loan and Finance Corporation—Analysis—W inslow, Cohu 
& Stetson, 26 Broadway, New York 4, N. Y. 


Texas Gulf Sulphur—Analysis—Herbert E. Stern & Co., 52 


Wall Street, New York 5, N. 


» # 


Western Union—Analysis—Bache & Co., 36 Wall Street, New 


York 5, N. Y. 


Leonard F. Howard and George Murnane, Jr. 





Become Partners in Lazard Freres 


Lazard Freres & Co., 44 Wall 
Street, New York City, have an- 
nounced that, subject to the ap- 
proval of the New: York Stock 


Exchange, Leonard F. Howard 
and George Murnane, Jr., will be- 
come partners of the firm on 


July 15, 1958, Mr. Howard will since December, 1945. 


U. S. Trust Co. Will 
Have World’s Largest 
Watertight Vault — 


The world’s largest watertight 
vault — with shelving that would 
run more than three times the 
length of Wall Street — is being 
constructed fer .the United States 
Trust Company of New York. It 
will be 32 feet below the center 
of New York’s financial district, 
and will safeguard almest six- 
billion dollars worth of.securities 
when the Trust Company moves 
into its new building, 45 Wall 
Street, early in 1959, 


According to Raymond Koontz, 


President of Diebold Incorporated, . 


“This is the vault we dreamed of 
and wished we weré able to‘ build 
before World-War I}!”’. 


Mr. Koontz’s “dream” is 40,000 
cubic feet, or 5542 by 58% feet. 
The ceiling is 12 feet high. It will 
withstand 1,640 pounds of water 
pressure per square foot—which 
is equal to submergence in 27 feet 
of water. This is vitally impor- 
tant. Millions of gallons of water 
gush through the water mains 
under Wall Street every day. 


The vault’s total protective 
strength exceeds that of the vaults 


also. serve as Vice-President of | 


The Lazard Fund, Inc. 
Mr. 
General American Investors Co., 


Inc., since October, 1947, and was | 


a Vice-President. 
Mr. Murnane has been associ- 
ated with Lazard Freres & Co. 


that withstood the atomic bomb- 
ing at Hiroshima in 1945 and in 
subsequent atomic tests since that 
time. 


With Coburn, Middlebrook 
(Special to Tae FiNANcIAL CHRONICLE) 
HARTFORD, Conn. — George 
F. Killian is now affiliated with 
Coburn & Middlebrook, Incorpo- 
rated, 100 Trumbull Street. 


Frank McMahon Opens 


SYRACUSE, N. Y.—Frank Mc- 
Mahon is conducting a securities 
business from offices at 16 Cen- 
tennial Drive. 


Herbert Perry Opens 


‘Herbert P. Perry is engaging in 
a securities business from offices 
at 135 East 50th Street, New York 
City. He has been with Ross Se- 
curities, Inc., and J. H. Lederer 
& Co. Inc. 


Carroll Adds to Staff 


(Special to Tur PrvnaNnciaL CHRONICLE) 
BEVERLY HILLS, Cal.—Arnold 
B. London, George R. Mitchel, 
Ruben Solomon, and Rosemary L. 
Bassett have joined the staff of H. 
Carroll & Co., 324 North Camden 
Drive. 


"| LAMBORN & CO., Inc. 


99 WALL STREET 
NEW YORK 5, N. Y. 


Howard has been with ; 


, July 3, 1958 


Walston & Go. Elects 
Three Vice-Presidents 


Walston & Co., Inc. members of 
the New York Stock Exchange 
and other leading security and 
commodity exchanges, have an- 
nounced the election of Frank B. 
Haderer, Ben H. Pulliam Jr. and 
Rex L. Wakefield as Vice-Presi- 
dents of the organization. The 
new Vice-Presidents will become 
voting stockholders in the firm. 

Mr. Haderer, who began his 
career in Wall Street in_ 1928, 
joined Walston in January, 1949. 
He has served as office manager 
of the New York headquarters of 
Walston & Co., Inc. since Novem- 
ber, 1956. 

Mr. Pulliam became associated 
with Walston in February, 1946 
and now holds the position of 
comptroller of the company. He 
was associated with the Texas 
Company for 10 years prior to 
enlisting in the Navy at the out- 
break of World War Il. Formerty 
headquartered in Walston’s San 
Francisco office; Mr..Pulliam now 
makes his office at 74 Wall Street, 
New York. 


Mr. Wakefield started his career 
in the securities business in Los 
Angeles, Calif., as a messenger for 
a member firm of the Los Angeles 
Stock Exchange and has been in 
the investment business ever 
since. He came to Walston & Co. 
in 1949, and prior to his election 
as Vice-President, he served as 
office manager of Walston’s Los 
Angeles office. He will remain in 
the firm’s Los Angeles branch as 
manager of operations for the 
southern division 


Joins Henry F. Swift 
(Special to THe PrnaNcrat CHRONICLE) 
SAN FRANCISCO, Calif—aAI- 
fred B. Chong has joined the staff 
of Henry F. Swift & Co., 490 Cali- 
fornia Street, members of the 
Pacific Coast Stock Exchange. 
Mr. Chong was previously with 
Hooker & Fay. 





SUGAR 
Raw — Refined — Liquid 
Exports—Imports—F utures 


Digby 4-2727 


LOOKING : LEADS? 


F.. over a quarter of a century 
financial firms have looked to the 
Dunhill International List Co. for 
their mailing list requirements. 











FREE: Mailing List Catalog on Request 


CPT) inTERNATIONAL LIST .Co., INC. 
NEW YORK 16: 444 Fourth Ave. MU. 6-3700 
CHICAGO 5: 55 E. Washington St. DE 2-0580 


AUTHORS WANTED 
BY N.Y. PUBLISHER 


New Yorl:, N. ¥.—One of the nation’s 
largest hook publishers is seeking book- 
length manuseripts of all types—tietion, 
non-fiction, poetry. Special attention to 
new writers. For more information, 
send for hooklet CN—it’s free. Vantage 
Press, 120 W. 31 St. New York; 1. 
(Branches in: Washington, D. C., Chi- 
cago, Hollywood, Calif.) 
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Sterling at 





a Discount 


By PAUL EINZIG 


Sterling weakening during June leads Dr. Einzig to examine 
Britain’s- chances in being spared the Autumn run on sterling 
in view of: changed conditions abroad affecting export, inter- 
nat crease-oquse7e relaxation and labor settlement pattern, and 
lowered Bank rate that may not be high enough to heip protect 
sterling against adverse influences presaging Autumn pres- 
sures. Concludes Britain will be risking a first rate run on 
sterling unless (1) Prime Minister Macmillan receives firm 
reinforcements from U. S. A. or (2) anti-inflation credit 
squeeze goes on undiminished. 


i 
it 


LONDON, g.— After having 
been at a premium against the 
dollar for more than six months, 
Sterling declined below its parity 
of $2.80 at the 
end of June. 
It has been 
inclined to 
be weak 
throughout 
the month, 
with only oc- 
casional tem- 
porary recov- 
eries. As is 
usual on such 
oceasions, the 
decline of 
sterling has 
been accom- 
panied by a 
crop of pessi- 
mistic pronouncements about its 
prespects. And as usual it is 
difficult to say whether pessimism 
is the cause or the effect of the 
depreciation. Probably it is a little 
of both. 

A change in 





Dr. Paul Einaig 


the balance of 
visible trade is often largely re- 
sponsible for a change in the 
tendency of an exchange rate. On 
the present occasion, too, it is 
assumed that the foreign trade 
figures for June will disclose a 
change for the worse. So far the 
balance of payments has remained 
reasonably good in spite of the 
recession in various parts of the 
world. This has been due to a 
large degree to the decline in 
United Kingdom imports, coupled 
with the deeline in the prices of 
imported raw materials. 

But it is now expected that the 
balance of payments will cease to 
benefit any longer from this di- 
rection. So sterling will have to 
bear the full burden of any de- 
cline in exports due to conditions 
abroad. It is assumed that this 
factor has already begun to oper- 
ate, which would account to some 
extent for the weakening of ster- 
ling. 


Bank Rate Cut May Be Too Much 


Indications of the Government’s 
intention to relax to some degree 
the credit squeeze were another 
adverse influence. It was not 
sheer coincidence that the decline 
of sterling to a discount followed 
closely on the reduction of the 
Bank rate to its pre-crisis level 
of 5%. Even at 5% the Bank rate 
is very high compared with that 
of most other countries. But seem- 
ingly it is not high enough to 
protect sterling against adverse 
influences tewards the middle of 
the year when tne autumn pres- 


sure is beginning to cast its 
shudow ahead. 
The outcome of recent wage 


disputes was far from encourag- 
ing, except to those who think we 
have to be grateful for small 
mcrcies. Although workers did 
not get as much as they had asked 
for, they did get more than could 
be justified on any reasonable 
appreciation of the situation. The 
vicious principle that they are 
entitled to an annual wage in- 
creese regardless to whether they 
heve worked harder, or whether 
the output has increased, or 
whether profit margins have wid- 
ened, or whether the cost of living 
has risen, has-been upheld. By 
the autumn there are beund to be 
a number of wage demands. With 
the credit squeeze relaxed em- 
ployers may be inclined to yield 


once more, so wage inflation is 
likely to proceed unabated. 

Until quite recently most peo- 
ple assumed that this vear Britain 
would be spared of the autumn 
run on sterling. Under the influ- 
ence of the fall in the rate, doubts 
are beginning to arise. During 
recent months the depleted over- 
seas holdings of sterling have 
been replenished to a considerable 
extent, so that there are now once 
more substantial balances avail- 
able for withdrawal by their 
overseas owners. Whether. many 
of them will in faet withdraw the 
balances will depend on the view 
taken about the outlook on the 
front of wages and domestic 
prices. Nor are short positions in 
sterling as big as they were some 
months ago. 


The political situation, too, is 
liable to influence their decision. 
During recent weeks political 
prophets were inclined to become 
somewhat less pessimistic about 
the prospects of the Conservative 
Government. There is, however, 
no cause for optimism. 

The display of the Govern- 
ment’s determination not to allow 
wage increases in nationalized in- 
dustries to be followed up by 
increases of the charges for the 
services provided by these indus- 
tries constituted a favorable point. 
Both British Railweys and Lon- 
don Transport have to meet the 
increased wages by reducing un- 
profitable service. From the point 
of view of the British public the 
solution is—to use a formula of 
customary British understatement 
far from ideal. Although fares 
on the railways and on London 
road transport will remain un- 
changed, services will become less 
satisfactory. 

Even this is better, however, 
than giving the inflationary spiral 
another turn by allowing charges 
to follow the rise in wages. More- 
over, if the reduction of services 
is accompanied by the reduction 
in the number of employees, the 
chances are that the remaining 
employees will be less keen on 
pressing for unearned wage in- 
creases in the future, for fear that 
any one of them might be dis- 
missed through economies neces- 
sitated by the next wage increase. 
From this point of view the Gov- 
ernment’s formula may produce a 
beneficial effect. 





Asa result of their seven weeks’ 
strike, London Transport em- 
ployees lost the equivalent of 
more than two years’ benefit from 
the wage increase they now re- 
ceived, and the Transport and 
General Workers’ Union paid out 
about 10% of its reserves avail- 
able for strike pay. All this tends 
to make that union and its mem- 
bers, and other unions, less trig- 
ger-happy in future wage dis- 
putes. The realization that strikes 
need not necessarily be profitable 
may go some way towards dis- 
couraging excessive wage claims 
in the future. 


Sees Premiums Developing 


The unknown factor in the 
situation is the result of Mr. Mac- 
millan’s Washington talks in the 
form of additional dollar facili- 
ties. In many quarters it is as- 
sumed that the principle has been 
agreed upon, so that all that is 
needed is the discussion of the 
details. But such international 
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financial operations are never a 


simple matter. So unless some- 
thing definite becomes apparent 
by the autumn sterling is liable 
to be subject to pressure in spite 


of the vague hopes of a reinforce- 
ment of the British dollar facili- 
ties. But this would mean that 
the Government could not afford 
to relax the credit squeeze to any 
considerable extent without Tisk- 
ing a first-rate run on sterling. 
Unless the reinforcement of the 
dollar reserve becomes a near- 
certainty the Government would 
have to continue to resist infla- 
tion. 





R. B. Deans V.-P. of 
Van Strum.& Towne 


Robert B. Deans, Jr. has been 
elected a Vice-President of Van 
Strum & Towne, Inc., investment 
counsel, according to an announce- 
ment by the company. 4% 

Mr. Deans, who has been with 
Van Strum & Towne for the past 


year _and.one-half, will be in 


charge of the organization and 
administration of the company’s 
operating units. Offices are situ- 
ated here and in Chicago, Los An- 
geles and San Francisco. 


Prior to joining Van Strum & 
Towne, Mr. Dean was for four 
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Greater 





ASSETS 


Casuy AND Dvcr rrom Banks 


Orner Securivies . 

Loans » 

Customers’ Acceprance LiaBiLt 
Feperat Reserve Bank Srock 


INTERNATIONAL BANKING 
CorPoRATION . 


Bank Premises, FURNITURE AND 
EquiPpMEN1 


Irems 1x TRANsIr wirH BRANcH! 
Oruer Assets 


Total . 


Chairman of the Board 
HOWARD C. SHEPERD 


U. S. Government OBLIGATIONS . 


Srate AND Municipat Securrrires 


The FIRST 


NATIONAL CITY BANK 


of New York 


Head Office: 55 Wall Street, New York 


78 Branches in 


New York 


Statement of Condition as of June 30, 1958 
LIABILITIES 


. $1,825,609,083 Derostrs. .. . 


1,500,873,223 Luasiirry on Acceprances AND Binis 116,096,503 
434,348,869 Dur vo Forricn Centrar Banks . 499,300 
125,705,651 

3,965 541,628 RESERVES: 

. 111,022,634 UnearneD Income. . . . 6 32,590,865 
18,600,000 ‘Taxes AND Accruep Expenses” . 58;906,371 
Divipenn . ce: ee fee 8,280,000 


7,000,000 Capirat . . « « $240,000,000 
(12,000,000 Shares—$20 Par) 
39,924,542 Surpivs . 380,000,000 
s°4 9,660,709 Unpivinep Prortrs _ 87,549,788 
18,146,624 Suarenoipers’ Equiry . . . ~~ 707,349,788 


. $8,056,432,963 Total . 





Figures of Overseas Branches are as of June 25. 


$838,308,165 of United States Government Obligations and $36,997,285 of other assets are pledged 
to secure Public and Trust Deposits and for other purposes required or permitted by law. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


President 
JAMES S. ROCKEFELLER 
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years engaged in foreign banking 
work in Switzerland; Austria and 
Lebanon. 


Watkins & Lombardo 


BIRMINGHAM, Ala—The firm 
name of Stubbs, Smith” &° Lom-~ 
bardo, Inc., First Natiorial Build- 
ing, has been changed to Stubbs, 
Watkins & “Lombardo, —ime, .Offi- 
cers of the firm are Joseph F. 
Lombardo, President; George H. 
Stubbs, Jr., Vice-President and 
Treasurer; and Miles A. Watkins, 
Jr., Vice-President and Secretary. 


























72 Overseas Branches, 
Offices, and Affiliates 


- $7,132,710,136 


. . . 7 - 


. . . . . . $8 ,056,432,963 





Vice-Chairman ef the Board 
RICHARD S. PERKINS 








ASSETS 


Casu axon Dur rrom Banks . 





| U.S. Government OBLIGATiIONs 
STATE AND Mewicipat Securiris 
OrHeER SECURITIES 


Loans . 





| Rea Esrare Loans Ann Secvuri 


Bank Premises, FurNIrukke AND 
EovipMent 


Oruer ASSES . 


Total . . . 


RICHARD S. PERK 





FeperaL Reserve Bank Srock . 


MEMBER 1 


Chairman of the Board 


CITY BANK FARMERS 


Trust Company 


Head Office: 22 William Street, New York 


Affiliate of The First National City Bank of New York for separate 
administration of trust functions 


Statement of Condition as of June 30, 1958 


Li 
. $ 41,086,704 Derosirs .. .« 


78,035,796 


Ressaves ois <«. 0: H.e. 0.2 es 8,202,237 
S« » . 2egehnae 
7 962.565 (Includes Reserve for Dividend $721,371) 
5,327,114 CapiraL. . . « « «- $10,000,000 
steal ao ee 
600,000 
Unpivivep Prorirs . . ‘13,998,127 
2,772,951 
SHAREHOLDERS’ Equiry. . . .« 33,998,127 


5,198,337 


. $1€0,729,988 Total . 


| $6,344,453 of United States Government Obligations are pledged to secure 
Public Deposits and for other purposes required or permitted by law. 


INS 


[OERAL DEPOSIT INSURANCE CORPORATION 


















ABILITIES 
. $118,529,624 


ne ee « '« $160,729;988 


President 
EBEN W. PYNE 





—_——______- 
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Sound Social Security 
For Lasting Satisfaction 


By JOHN H. MILLER* 


Vice-President and Senior Actuary 
Monarch Life Insurance Co., Springfield, Mass. 
Chairman, Joint Committee on Social Security 
American Life Convention and the Life Insurance 
Association of America 


Life insurance industry’s spokesman opposes proposed Social 
Security Act amendments, which would increase level of bene- 
fits, the wage base, payroll tax rates, and include medical 
care benefits, on the grounds that they would further inflation, 
increase payroll taxes, and reduced living standards of the 
employed. Mr. Miller adds that benefit payments have kept 
up with changes in purchasing power; declares that since 
average full time earnings are $4,100 there is no need to 
increase the present $4,200 OASDI limit; sees no need for 
hospital, medical and nursing home benefits; and suggests 
benefit changes be made carefully after expert study and 
refers to two studies now in progress—one, by Advisory Coun- 
cil on Social Security Financing appointed by Sec. Folsom and, 
two, by National Bureau of Economic Research—in view of 
long-range effects OASDI changes may have on the economy. 


I will confine my remarks to 
posals to increase the level of 
SASDI benefits, to inerease the 
present $4,200 “ ' 
wage base, to 
add a system 
of medical 
care benefits, 
and to in- 
crease the 
payroll-tax 
rates. Our 
general views 
on most of 
the other pro- 
posals pend- 
ing before 
the Commit- 
tee are in- 
dicated in the 
policy statement just mentioned. 


Proposals to Increase OASDI 
Benefit Level 


From its inception the funda- 
mental purpose or aim of the 
OASDI system has been to fur- 
nish a basic floor of protection. 
It is generally recognized that 
this protective floor should be 
high enough to be of real value 
in preventing want, but that it 
should not be so high as (1) to 
impair incentives to work or to 
save or (2) to require payroll 
taxes that will, now or in the 
future, unnecessarily reduce the 
living standards of self-support- 
ing people. 

Past liberalizations in the OASDI 
benefit structure intended to 
maintain the purchasing power of 
the benefits in the face of cost- 
of-living increases have done so. 
In fact, the 1954 benefit liberali- 
gations went beyond what was 
needed to meet the cost-of-living 
rise up to that time. The excess 
was sufficient to cover the fur- 
ther cost-of-living increases that 
have occurred since 1954. Thus 
at this time benefits and living 
costs are in balance. A benefit 
increase now would create an 
imbalance. 

As an illustration of the ade- 
quacy of current benefit levels, 
a married couple—where the hus- 
bband’s average earnings were at 
the $4,200 taxable minimum—can 
draw tax-exempt benefits amount- 
ing to nearly 50% of his previous 
earnings. At the $1,800 level, they 
can draw benefits of over two 
thirds his previous earnings. 


In our opinion, frequent changes 
in the OASDI benefit structure — 
whether to take account of small 
changes in the price level or for 
any other reason — should be 
avoided. Instead, price levels 
should be observed over longer 

riods of time so that changes in 

nefits follow the long-term 
trend. In this connection, it should 
be observed that a previous up- 
ward adjustment of benefits is 
unlikely to be reversed as a result 


*A statement by Mr. Miller before the 
House Ways and Means Committee, 
Washington, D. C., June 24, 1958. 
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of a future drop in the cost of 
living. Consequently we feel that 
current benefit levels substan- 
tially conform with the floor-of- 
protection principle and that no 
adjustment should be made at his 
time. 


Propesals to Increase $4,200 Limit 
On Taxable Earnings 

The limit on annual earnings 
taken into account by OASDI— 
now $4,200—functions as a divid- 
ing line between the responsibil- 
ity of the government system to 
furnish basic protection and the 
responsibility of such voluntary 
means as private pension plans, 
personal savings, and insurance 
coverages to furnish such addi- 
tional protection as groups or 
individuals may choose to build 
for themselves. Where this wage 
base dividing line is fixed is an 
important matter to be resolved 
carefully on a basis of sound prin- 
ciple. 

The guiding principle, in our 
judgment, saould be one of main- 
taining the annual wage base at a 
level not to exceed the average 
full-time earnings of both male 
and female workers, since both 
are covered by the system. Such 
earnings are now about $4,100, 
and consequently there appears to 
be no necessity for increasing the 
$4,200 limit. In our opinion, any 
increase in the wage base should 
be related to the earnings of all 
covered workers—not male work- 
ers alone. It has been suggested, 
however, that since 57% of the 
male workers earn over $4,200 
annually this might justify an in- 
erease in the wage base to $4,800 
at this time. However, the average 
annual wage of male workers is 
currently $4,400, only $200 over 
the present base. We therefore 
submit that an increase to $4,800 
cannot presently be jusitfied on 
this basis. 


An increase, at this time, in the 
$4,200 wage base would mean ad- 
ditional benefits, above the floor- 
of-protection level, only for the 
minority of people who have 
above-average earnings. The -re- 
cipients of these extra benefits are 
those people who are in the best 
position to build their own sup- 
plementary protection on a yolun- 
tary basis. To grant them benefits 
above the floor of protection pro- 
vided for individuals with average 
earnings, would tend to discourage 
them from doing so. Since the 
current benefit levels are ade- 
quate for the average wage earner 
there appears to be no sound rea- 
son for providing additional bene- 
fits for those above the average. 


Economic Effects of Proposed Tax 
and Benefits Increases 


_In the absence of new legisla- 
tion increasing taxes and benefits, 
payments from the OASDI Trust 
Fund are expected to exceed in- 
come until the scheduled 


tax 


increase reverse the present trend 
which may not occur until 1965. 
Higher OASDI benefits, would not 
only call for an immediate tax in- 
crease, but also would require an 
increase in the ultimate employer- 
employee taxes for the system, al- 
ready scheduled to reach a com- 
bined 812% of taxable payroll in 
1975. . 

It is estimated that an increase 
in-taxes-of 46% on both employer 
and employee, and *4% on the 
self-employed, as has been pro- 
posed would yield nearly. $2 bil- 
lion yearly at the outset. Of 
course, if the wage base were also 
increased, the tax yield would be 
even greater. The present period 
of economic decline is hardly. the 
time for any such tax increases. 

As a specific illustration, a self- 
employed person, earning $4,800 
a year, if his tax rate were in- 
creased by *4% and the wage base 
raised to $4,800 would be required 
to pay an additional $56 yearly. 
Altogether his OASDI taxes would 
represent over two weeks’ income. 
In 1975 and after, on these as- 
sumptions, a man earning $4,800 
would pay $342 yearly. This 
amount would approximate his 
net income for four weeks and in 
many cases would nearly equal 
his Federal income tax (at present 
rates). 

A proposal to raise taxes at this 
time to the level of 912% for 
employer and employee combined, 
and to 748% for the self-em- 
ployed, would be unlikely to re- 
ceive serious consideration. Such 
a diversion of so much personal 
and corporate income could have 
a serious effect on the economy. 
What assurance have we that such 
taxes would be more nearly bear- 
able and acceptable in 1975? 

While higher taxes would re- 
duce people’s ability to save and 
spend, higher benefits would im- 
pair incentives to work. To take 
a fairly typical example, a man 
aged 65 or over, with earnings at 
the rate of $3,000 a year, can now 
retire and, with an eligible wife, 
draw tax-exempt benefits of about 
$1,600 a year. He can then sup- 
plement these benefits by earning 
up to $1,200 a year under the 
OASDI retirement test in part- 
time employment or self-employ- 
ment. Thus, his monetary incen- 
tive to continue in full-time work 
has already been reduced by 
current OASDI benefit levels to 
less than $200 a year. A 10% 
increase in his benefits — $160 a 
year—would just about eliminate 
the remaining incentive for full- 
time work. There are many aged 
couples whose situation under 
OASDI does not differ greatly 
from this illustration. 


Proposals for Hospital, Surgical, 
and Nursing Home Benefits for 
OASDI Beneficiaries 


The pending proposals to pro-. 


vide hospital, surgical, and nurs- 
ing home benefits for OASDI 
beneficiaries would alter the 
fundamental character of the pro- 
gram. 


There were a number of reasons 
for setting up the original OASI 
system as a centrally administered 
and financed Federal enterprise— 
in contrast to the state-adminis- 
tered unemployment compensa- 
tion and public assistance pro- 
grams. Among these reasons are 
the following: 

(1) Becuase it was decided to 
gear retirement and survivor 
benefits to earnings, long-term 
Wage records are required. A fed- 
erally centralized plan is obvi- 
ously more practical than one 
administered by the several states: 
for maintaining such records. 

(2) Because old ave and sur- 
vivorship benefits are determined 
on the basis of prevable facts— 
age, past earnings, family rela- 
tionship — there is no need for 
local administration or individual 
case work. 


(3) Because the beneficiaries 
may move about while still on the 
benefit rolls, administration by 
states would have involved prob- 
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lems of change of residence that 
area voided under Federal admin- 
istration. 

Without going into details, it is 
obvious that these arguments for 
Federal administration of old age 
and survivorship benefits simply 
do not apply in the area of hos- 
pital, surgical and nursing care. 
To the contrary, a_ program of 


‘anc ‘siirgical care is so 


much affected by local circum- 
stances and requires so much per- 
sonal administrative activity that 
either locally autonomous or 
statewide programs are clearly 
preferable, 


Means Compulsory Federal 
Health Insurance 


The proposals for medical bene- 
fits, of course, represent an initial 
step in the field of compulsory 
Federal health insurance. A sys- 
tem of such insurance would seri- 
ously cripple or destroy the in- 
stitution of voluntary health 
insurance. While voluntary per- 
sonal or group pensions or insur- 
ance benefits can readily be 
superimposed on .the old age 
benefits of the OASDI system, it 
is not ordinarily possible to sup- 
plement health service benefits 
in the same way. One either takes 
the specific service the .govern- 
ment offers, or he pays the entire 
cost of purchasing an alternative 
service himself or of insuring 
against its costs. Few people 
would have the resources or the 
desire to pay for alternative serv- 
ices after already paying compul- 
sory taxes for the government 
services. 

This raises the serious question 
as to whether, if our citizens are 
arbitrarily divided into two cate- 
gories—one served by a Federal 
compulsory system and the other 
by a private voluntary system— 
the two systems can long co-exist. 
Pressures to expand the area of 
Federal benefits would be strong, 
if for no other reason than to cor- 
rect various seeming anomalies, 
inequities, and discriminations in 
the initial provisions. 

The past two decades have seen 
a striking increase in the amount 
and quality of the protection pro- 
vided by voluntary health insur- 
ance. Well over 120 million in- 
dividuals now have some form of 
health insurance, while . benefit 
payments are being made at a rate 
of about $4 billion a year. 


Because the voluntary system 
started out by insuring, for the 
most part, the people currently 
employed, and is still a fairly new 
development, there has been a 
natural lag in covering the aged. 
However, as will be pointed out 
by Mr. Faulkner, the witness for 
the Health Insurance Association 
of America, great progress has 
been made and is. being made in 
overcoming this lag. It should be 
particularly noted that within the 
past few years many employers 
have begun to assume the respon- 
sibility of contributing to the 
medical care benefits of retired 
employees and their beneficiaries. 
If the employers are relieved of 
this responsibility, might this not 
start a reversal of the whole trend 
toward broader and more ade- 
quate employee benefits? Should 
the voluntary approach be dis- 
couraged by government stepping 
into the field at the very moment 
when unprecedented progress 
toward a solution by private ef- 
forts is being recorded? 


The cost implication of the 
health-benefit proposals also re- 
quire careful weighing. As a help 
in this direction, the Health In- 
surance Association of America 
and the organizations for which 
I am appearing have prepared a 
joint report giving cost estimates 
on the health benefits specified 
in H. R. 9467. It will be presented 
and discussed by Mr. Faulkner. 
Let me simply emphasize that the 
costs ‘would be large and uncer- 
tain—much larger than our esti- 
mates if subsequent legislation 
should take the OASDI system 
progressively further into the 
health-benefit field. 


.. Thursday, July 3, 1958 


Expert Studies Pending 


In general, it would seem to us 
the part of wisdom for the OASDI 
legislation to be amended only at 
relatively infrequent intervals, on 
a basis of sound principle, and 
after expert study. In this regard, 
let me mention two studies in 
progress, the results of which 
should . be» partieuterty -hetpfat. 
First is the study by the Advisory 
Council on Social Security Fi- 
nancing, appointed last October 
by Secretary Folsom pursuant to 
provisions in the 1956 Amend- 
ments to the Social Security Act. 
You are no doubt familiar with 
the scope and objects of this 
study. 


Second, the National Bureau of 
Economic Research has recently 
commenced a bread study-of the 
economics of pensions, both vol- 
untary and compulsory. The Life 
Insurance Association of America 
has made a modest grant to the 
National Bureau to assist in the 
financing of the project. Little is 
now known about the long-range 
economic effects of the various 
types of pension plans and it is 
hoped that this study will yield 
much new knowledge. I will be 
glad to furnish further informa- 
tion on this important study, if it 
is desired. 

Conclusien 

All in all, we believe that if 
social security is to give lasting 
satisfaction to the nation, unnec- 
essary liberalization should be 
avoided. A new-increase in OASDI 
taxes and benefits would not make 
the system better or stronger, but 
would add to the concern sure to 
be felt by many of those covered 
as their payroll taxes go up and 
up, while inflation may be threat- 
ening the purchasing power of 
their benefits. 

We also understand that this 
Committee has before it H. R. 
10570 and a number of similar 
bills which would, among other 
things, amend the definition of 
“employee” in the Federal Un- 
employment Tax Act to inelude 
life insurance agents who are in- 
dependent contractors. I shali net 
take the time to state orally our 
position on this proposal. I have 
here, however, a_ suppleniental 
statement outlining our objections 
to this proposed amendment on 
the grounds that. inclusion of such 
agents under the unemployment 
compensation system would not 
be consistent with the purposes of 
that system and would in addition 
be wholly unworkable. I respect- 
fully request that this supple- 
mental statement be made a part 
of the record. 


Chicago Inv. Women 
Elect New Officers 


CHICAGO, Ill.—The Investment 
Women of Chicago, has elected 
new officers for’ 1958-1959. They 
are as follows: 

Lucille B. 
Guenther of 
The Northern 
Trust Com- 
pany, Presi- 
dent; Doris M. 
Kempes, Har- 
ris Trust & 
Savings Bank, 
Vice - Presi- 
dent; Ange- 
line M. Costa, 
Ralph W. Da- 
vis & Co., Cor- 
responding 
Secretary. 
Audrey F. 
Miller, Wellington Fund, was re- 
elected Treasurer, as well as Mar- 
jorie H. Rosen, Mullaney, Wells 
& Company, Assistant Treasurer. 


Now With Reynolds 


(Special to THe Pinancian CHRONICLE) 
SALINAS, Calif.—W. Carvel 
Johnson has beeome affiliated 
with Reynolds & Co., 223 Main 
Street. He was previously with 

the First Sierra Corporation. 


wucule B. Guenther 
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Na' ional Legislative Developments 
Affecting Real Estate Industry 


By O. G. (“BILL”) POWELL* 


Chairman, Realtors’ Washington Committee 
Natienal Association of Real Estate Beards 


Deploring current legislative attempt to reorient public housing 
to accommodate more and more higher-income families, par- 
ticularly by propesed “windfall” amendment and allowance 
of rent and income determination by local housing authorities, 
spokesman for the nation’s Realtors explains what must be 
done in order to correct what is described as a maximum 
debasement of the public housing’s welfare function. The 
Des Moines, lewa, realtor would enhance FHA’s and Federal 
National Mortgage Assn.’s effectiveness; not allow Public 
Housing Administration to become merely a ‘“‘check-writing” 
agency; and discusses several tax reforms under considera- 
tion, including efforts to secure tax exemption of real estate 
trusts and realistic real estate depreciation concept. 


The Realtors’ Washington Com- 
mittee is the legislative committce 
of the National Association of 
Real Estate Boards. 
ap proximate- 
ly 75 Realtors 
representing 
every State in 
the Union— 
Realtors who 
give gener- 
ously of their 
time and 
counsel to 
meet several 
times during 
the year and 
help to imple- 
ment the na- 
tional legisla- 
tive policies 
adopted by our annual national 
conventions. The Texas Real Es- 
tate Association has given gener- 
ously of its talents in the makeup 
of the Committee. 

The government’s role in hous- 
ing is a tremendous one. I won- 
der how many realize that today 
there are more than 10,000 per- 
sons employed in the various gov- 
ernment housing programs. As 
the function of government hous- 
ing expands it unfortunately be- 
comes more and more political. 
As a result, every year we find 
ourselves resisting the efforts of 
those whe would increase the role 
of the Federal Government in our 
industry and make our industry 
more dependent upon. sprawling 
government bureaucracy. 

Of course, I do not want to in- 
fer that all of the government’s 
role in our industry is improper. 
The Federal Housing Administra- 
tion is an ideal example of gev- 
ernment’s proper role in the hous- 
ing industry. Another example is 
the secondary market operations 
of the Federal National Mortgage 
Association and, of course, the 
Federal Home Loan Bank System. 
This. year the RWC sought ap- 
proval ef certain amendments 
which would make these programs 
more effective, particularly in the 
sale of existing houses. 


On June 11, the Senate Bank- 
ing and Currency Committee com- 
pleted its action on a housing bill 
and approved our recommenda- 
tion for a more liberal trade-in 
program under FHA. Under this 
proposal, which now has the sup- 

rt of the Administration, a 

lter er builder may obtain an 
FHA -insured mortgage in the 
same amount as a qualified own- 
er-occupant. Under the present 
law the Realtor or builder can ob- 
tain an insured mortgage that is 
only 85% of the amount to which 
an owner-occupant would be en- 
titled. This necessitates refinanc- 
ing the traded-in home when sold 
by the Realtor and of course re- 
sults in double-closing costs. This 
certainly operates as a deterrent 
to the use of FHA in trade-ins. 
Under the new proposal the Real- 
tor or builder could obtain an 
FHA -insured mortgage in the 


Oe 

*An address by Mr. Pewell before the 
Texas Real Estate Asa=’s Convention, 
Austin, Tex., June 19, 1958, 
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same amount as an owner-occu- 
pant. However, the Realtor would 
have to put 15% of the mortgage 
proceeds’ in escrow which would 
be applied to the reduction of the 
mortgage in the event that he has 
not sold the home to an owner- 
occupant in. 18 months. 

We have also urged that the 
maximum insured mortgage un- 
der FHA section 203 be inereased, 
and we. note with some satisfac- 
tion that the Senate Banking and 
Committee has  ap- 
proved an inerease in_ single- 
family. homes from $20,000 to 
$22,500,. and to $25,000 for two- 
family homes. This, we believe, 
is still uns@tisfactory, but at least 
it reflects some recognition on the 
part of the Congress that the pres- 
ent $20,000 mortgage limit under 
Section 203 is unrealistic. 

For some time the RWC has 
been concerned over the ,appar- 
ent discrimination against the 
mortgage on an existing home 
under the secondary market oper- 
ations of the Federal National 
Mortgage Association. For ex- 
ample, only 10% of the mortgages 
purchased by FNMA are’on homes 
five years old or older; whereas 
45°, of the mortgages insured by 
FHA are on homes five years old 
or blder. We have urged the Con- 
gress to authorize a standby com- 
mitment oen-a mortgage on an 
existing house which now is avail- 
able only to new construction. We 
were unsuccessful in obtaining 
the Senate Cemmittee’s approval 
on this amendment, although we 


have .reason to believe that. we 
will be more successful in the 
House. 


This amendment would at least 
require FNMA to approve the se- 
curity behind a mortgage and 
thus overcome the inhibitions. of 
many lenders who do not want to 
finance smaller and lower cost 
houses with FHA financing, be- 
cause of their fear that under 
FNMA’s purchase requirements 
the loan would_not be eligible for 
purchase by FNMA. 


Co-Insurance Problem 

The proposal by the United 
States Savings and Loan League 
for a system of co-insurance of 
conventional loans will prebably 
not be approved by the Congress 
this year. Our Association en- 
dorsed this proposal because we 
felt that it would result in lower 
downpayment financing by sav- 
ings and lean associations and 
other conventional lenders. How- 
ever, we qualified our support.by 
recommending that the program 
be available to all lenders on an 
equal basis. 

Unfortunately, the savings and 
loan trade associations wanted to 
limit the plan to only members 
of the Federal Home Loan Bank 
System. We sought to amend the 
savings and lean plant but the 
Senate Banking and Currency 
Committee believed that the mat- 
ter required additional study and 
deleted the plan from the hous- 
ing bill with the comment that 
it would be considered next year. 
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Nevertheless, I would be less than 
candid if I did not say that it is 


very unlikely that such a plan 
will be approved. The Adminis- 
tration is so adamant in its oppo- 
sition that we are confident that 
any housing bill containing the 
proposal would result in a Presi- 
dential veto. 

Something new has been added 
to this year’s legislative fight 
over a housing bill. For the first 
time since the close of World War 
Il the Federal Housing Adminis- 
tration is not dependent upon a 
major housing bill. For the past 
several years the Congress, as well 
as the Administration, has been 
forced to accept housing bills con- 
taining expanded public housing 
programs and other costly subsi- 
dized housing schemes because 
the FHA general insurance au- 
therization was used as a hos- 





tage. Every year the industry has 
been faced with a_ threatened 
breakdown in the FHA system 
unless a housing bill were en- 
acted. 

This year, because of the heavy 
volume of FHA applications, the 
FHA insurance authorization 
would have -been exhausted by 
now unless the Congress acted 
separately on an extension of the 
agency’s authorization. The Ad- 
ministration asked for a $4 billion 
increase in the authorization 
which would carry all FHA pro- 
grams through June, 1959. 


New Housing Look May Not Pass 


However, the public housing 
bloc wanted only $1 billion, which 
would. enable FHA to operate 
only until August, 1958. Then, in 
such event, the public housing 
bloc would attempt to put over 
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their so-called “new look” in pub- 
lic housing and again use the 
FHA as a hostage for this pur- 
pose. This turned out to be the 
year’s most important legislative 
fight. 

iwecause the champions of pri- 
vate enterprise prevailed in this 
fight, there is a good chance that 
the so-called “new look” for pub= 
lic housing may not see the light 
of day. I want to take a few 
moments to discuss this .“new 
look” because it has tremendous 
implications for private enter- 
prise. 

This “new look” generates a 
new philosophy for. publie hous- 
ing. Units would be individual or 
scattered throughout the com- 
munity. The Public Housing Ad- 
ministration would no longer 


Continued on page 23 
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LETTER TO THE EDITOR: 


Investment Banker’s Wife 
Gives Advice to Women 


Women’s lack of financial knowledge, particularly manage- 
ment of investments, is singled out as an important problem 
of today by the wife of a Los Angeles investment banker. 
Mrs. Seidel explains what should be done to acquire under- 


standing of the subject and 


how to select an investment 


advisor with moral and financial standing. She deplores 


recourse often made to laymen 


for expert advice, and suggests 


husbands acquaint their wives with their financial standing 
and their financial advisors. 


Editor, Commercial and Financial 
Chronicle: 

As the wife of a man who has 
been in the field of finance and 
investment for 40 years I have 
heard many women lament the 
fact that their 
husbands had 
not discussed 
finance with 
them. After 
the death of 
her husband 
perhaps for 
the first time 
in her life she 
faced the real- 
ity of money. 
In many cases 
funds would 
need rear- 
ranging so 
that a woman 
could have the 
necessities of life. In other cases 
large sums whicn had not been 
had before her husband’s death 
need investing. 

Each unto his own. We prac- 
tice medicine. A doctor would 
hesitate, in fact would not give 
the advice that a layman too fre- 
quently gives unhesitatingly. A 
bit of law is given promiscuously 
which an attornéy would not give 
in many cases without reading the 
law on the point in question. We 
are prone to give free advice in 
fields about which we know 
nothing. 


Taking Advice From Laymen 


The layman in the field of in- 
vestments is an offender. He gives 
an opinion. It too often is from 
the mind of an uninformed person 
given in a haphazard manner. 
What does it all mean? What be- 
ginning should she make? To be 
an expert, an authority, one must 
make a life study of finance and 
investments. A college degree is 
merely a background. To have 
studied mathematics, chemistry, 
physics, social sciences, psychology 
and what not is helpful. But each 
day as many hours as is possible 
must be devoted to more and more 
study and research. A _ person 
who has no knowledge or experi- 
ence or has not had the oppor- 
tunity to study problems, tech- 
nques or methods of investing is 
not a person from whom to take 
advice. 

Women particularly, in my 
opinion, should invest with care. 
They too often have little or no 
experience in selecting or pur- 
chasing. It frequently happens 
that money falls into the hands 
of a woman who for years has 
handled no money with the ex- 
ception of her household funds. 
Suddenly she finds herself in 
possession of money and _ she 
knows not what to do. She is 
“advised” how to “invest.” 

Women too often become suspi- 
cious but sometimes feel they 
know more about investing than 
they really do. Why cannot women 
strike that happy medium that a 
man so rarely fails to do? We 
should read more books, articles, 
reports written by financial men 
and hear reliable, well informed 


speakers. We should study and 
above all learn to read a balance 
sheet. 

A purchase of a stock is buying 
8 piece of a business. A purchase 


Mrs. Moriou ocours 


of a bond. is making «a loan to a 
company. It therefore pehooves 
a woman before buying a stock 
or a bond to become cognizant of 
not only what is a good stock or 
a good bond but of events and 
situations going on about ier in 
the world of today. 


Checking Advisor's Standing 

Wren a woman is about to in- 
vest her money, should she feel 
that every man is dishonest? Or, 
are they out for commissions? 
What should she do? First, she 
should investigate the investment 
advisor’s moral and _ financial 
standing. Check with his bank 
not with his competitor. Make 
inquiries regarding his reputation, 
his background and his interest in 
his clients. 

“I have a tip” is heard every 
day. “Tips” usually come from 
rumors. Never buy on a rumor or 
a tip. At all times have a good, 
firm foundation on which buying 
for investment is based. Other- 
wise a person can literally throw 
his money away. 

When one gives an order to buy 
the answer can be, if your broke 
is honest and interested, “Why 
do you want to buy that?” Too 
often that is the basis for either 
an all round argument or for the 
layman to stop to think that he 
may need expert advice. Why are 
people so free to spend with hard 
earned money but so angry when 
an advisor whose life work is to 
invest funds says, “Don’t buy’? 
Anger comes quickly to the lay- 
man when a specialist in the field 
ci finance tells his client that the 
investment is not a good one. 
There are many stocks and bonds 
which may be a good investment 
for one person but not for an- 
other. One person may have 
pienty of money to take chances. 
Another person should not dare 
touch such speculative stocks. One 
is a legitimate speculation which 
is all right for one investor but 
is not good as an investment for 
the man or woman with less funds 
and less financial ability. 

Investing is serious! Most people 
work hard for the money they 
earn. The advice of any good 
investment counselor or invest- 
ment banker should be “This is as 
safe as any good security can be.” 
(1) It has conscientious, reliable, 
well trained men at its head. 
(2) It has paid its dividends with- 
out interruption for years. (3) It 
is a type of business which does 
not fluctuate from prince _ to 
pauper. 

Women should become familiar 
with words and expressions in the 
field of finance. For example, 
“Big Board” (stocks listed on the 
New York Stock Exchange); “On 


Board” (those listed on any stock 
exchange); “Over - the - Counter” 
are transactions that do not take 
place on an Exchange. 

There are different grades and 
values in stocks—preferred, con- 
vertible and preferred and so on. 
It is up to the woman who is un- 
familiar with investing to delve 
into more and more technical 
aspects. She should familiarize 
herself with at least fundamentals 
such as learning to read a belance 
sheet and income statements. 


Can Be Interesting and 
Stimulating 

It is virtually impossible for an 
average woman suddenly to be- 
come the expert that is necessary 
in order to make proper invest- 
iments. It is therefore expedient 
for a man to acquaint his wife 
with his financial standing and 
for him to introduce her to his 
own financial advisor. Any such 
financial advisor should be a man 
who is capable, honest and con- 
scientious and one in whom she 
knows her husband has had con- 
fidence. The advisor should be 
thoroughly familiar with problems 
that will confront the wife as a 
widow and who wili invest her 
funds in accordance with these 
problems. Women who find fi- 
nancial problems dull and difficult 
can wi‘h. some study find invesi- 
ing most interesting and stimu- 
lating. Recently I received a let- 
ter from the wife of a famous man 
and I quote, “Since | started in- 
vesting a whole new, fascinating 

world was opened to me.” 
Mrs. MORTON SEIDEL 


601 North Rodeo Drive. 
Beverly Hills 

California 

June 19, 1958 


Morgan Stanley Admits 
Baldwin & Poor 


Morgan Stanley & Co., 2 Wall 
Street, members of the New York 
Stock Exchange, announces the 
admission of Robert H. B. Bald- 
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From Washington 
Ahead of the News 











The most annoying thing to 
your correspondent in the recent 
French crisis when General De- 
Gaulle came into power was that 
the French 
army. revolted 
and brought 
him to power. 
We have seen 
the army run- 
ning the little 
dictatorships 
of Latin 
America but 
this is the 
first time ‘in 
modern his- 
tory that the 
army of a rec- 
ognized first 
rate nation 
has so assert- 
ed itself. God knows the French 
army didn’t acquit itself in World 
War II when, Communist infil- 
trated, it opened the gates of the 
Maginot line and permitted the 
German hordes to come rushing 
through. 

But now we are told that this 
army, born of a highly cultured 
and sensitive people, is smarting 
under the light it has been put in. 
So to show tnat it 1s not the nam- 
by pamby crowd it is generally 
held to be it decided to show its 
strength — against whom? Russia 
or any first rate power? No, it de- 
cided to act up against the French 
government. That as really throw- 
ing its weight around. 

inasmuch as the Paris govern- 
ment did not immediately cal] in 
the army generals and chop off 


Carlisle Bargeron 


s their heads for insubordination, it 


J. Sheppard Poor Robert H. B. Baldwin 


win and J. Sheppard Poor as gen- 
eral partners effective July 1. 

Mr. Baldwin was _ graduated 
from Princeton University in 1942. 
He became associated with Morgan 
Stanley & Co. in 1946 after having 
spent four years in the U.S. Naval 
teserve. 

Mr. Poor attended Williams 
College and served as an aviator 
in the U. S. Naval Reserve. He 
was graduated from the Harvard 
University Graduate School of 
Business Administration in 1947. 
He joined the staff of Morgan 
Stanley & Co. in that year. 


R. M. Eckley Joins 
Hayden, Miller & Co. 


TOLEDO, Ohio — Richard M. 
Eckley has been appointed Toledo 
representative of Hayden, Miller 
& Co., one of Ohio’s largest and 
oldest investment firms, it was 
announced. 

For the past two years, Mr. 
Eckley has represented Investors’ 
Diversified Services in Columbus. 
For seven years prior to that he 
had his own company, Eckley 
Realty Co., in Columbus. 

While his work will be concen- 
trated in Toledo, Mr. Eckley will 
cover other areas in northwestern 
Ohio and southern Michigan in- 
cluding Detroit. Officers are in 
the Rumpf Bldg., Toledo. 


James Fallon Adds 


(Special to Tur Frnanciat CnuRonticie) 


LOS ANGELES, Calif. — Garry 
Hochman, Arne Gronfeldt, Mer- 
ritt S. Harvey, C. L. Martin, Lee 
Rogers and Leroy Welch have be- 
come associated with James L. 
Fallon Co., 7805 Sunset Boulevard. 
Mr. Hochman was previously with 
H. Carroll & Co. Mr. Welch was 
with Bennett-Gladstone-Manning 
Company. 


means that the army still rules the 
French people. DeGaulle’s per- 
manence in power depends upon 
his persuasiveness with the army. 
But if they were insurrectionists 
once they can be insurrectionists 
again. 

Now we have never had that 
experience in this country. We 
keep the military in its place by 
having it supervised by civilian 
heads. We have a civilian Secre- 
tary of Defense, a civilian Secre- 
tary of the Army, the navy and 
the air force. In this way we seek 
to maintain the civilian domi- 
nancy over the military. Let’s see 
if we are actually doing it. 

In the first place, it has long 
been recognized that the civilian 
secretaries are taken into the 
camp of their respective branches 
of the service. The admirals, for 
example, very shortly make arn. 
office boy of the Secretary of the 
Navy, he becomes an advocate, 
and this is true also with the other 
branches of the service. 

Several years*ago Congress 
passed a bill calling for unification 
of the armed forces. This was to 
end the rivalry between them, 
make for more efficiency and, in 
peace times, to cut out the vast 
duplication of purchasing. This 
Was several years ago when the 
present defense establishment to 
be headed by a Secretary of De- 
fense was created. It has not elim- 
inated any duplication of purchas- 
ing, it has not eliminated the 
Slightest bit of rivalry. 


Just now the President is trying 
to bring about a reorganization of 
the Pentagon. He has a dill de- 
signed to do this before Congress. 
His generals and admirals have 
not the slightest compunction in 
appearing before Congress in op- 
position to his plan. The fact that 
the President is the senior mili- 
tary officer, the commander-in- 
chief, means nothing to the gen- 
erals and admirals. 

What is more dangerous, to my 
mind, is that the chairmen of the 
military committees in Congress 
insist upon this insubordination. 
They insist that when the Presi- 


By CARLISLE BARGERON 











dent and his Budget Bureau rec- 
ommend a certain amount for a 
particular branch of the service, 
that the head of that service be 
permitted to come betore Con- 
gress and say he has not been 
given enough. It is an old story 
that these fellows could never be 
given enough. They insist upon 
the right of these subordinates to 
challenge any other Presidential 
recommendations. 

Now. just why do the chairmen 
of the committees insist upon this 
freedom for the various secretar- 
ies of the armed services and the 
brass hats? The answer is that 
they want to retain their power 
over the services. They don’t like 
the idea of dealing with a cen- 
tralized defense branch. They 
want to keep their intluence with 
the navy brass, the army generals 
and the air force. They want to 
be in position, for example, of 
ordering an air force plane .on 
short notice to fly them to any 
part of the world; they want to 
be able to tell the army what, to 
buy and from whom to buy. They 
are afraid they will lose this 
power if the services are really 
unified. I can remember a chair- 
man of the House Naval Affairs 
Committee, a few years back be- 
fore the services were supposed 
to have been unified, who was in- 
terested in a New Jersey real es- 
tate development. By way of 
boosting it he had the whole At- 
lantic fleet brought into a New 
Jersey port. 

Just recently Admiral Arleigh 
Burke, chief of naval operations, 
appeared before Congress in oppo- 
sition to the President's Pentagon 
reorganization bill. The Secretary 
of Defense expressed his disap- 
pointment that the admiral should 
do this. Whereupon Senator Dick 
Russell, chairman of the Senate 
Armed Forces Committee, a very 
able man, charged that Mr. Mc- 
Elroy, the Secretary of Defense, 
was trying to exercise a censor- 
ship and several newspaper took 
up the plaint. They even wanted 
McElroy to apologize. 

When we get to that point we 
aren’t much further from the 
French army’s_ insubordination. 
Our military doesn’t have control 
of the government. only the 
budget. 


H. V. McKeever Gov. 
Of NY Stock Exch. 


H. Van Brunt McKeever, a part- 
ner in Goodbody & Co., has been 
elected a Governor of the New 
York Stock Exchange. “The Board 
of Governors 
elected Mr. 
McKeever to 
fill the va- 
cancy created 
by election of 
Edward C. 
Werle as 
Chairman. Mr. 
McK eever’s 
term of office 
will expire 
May, 1959. 

Mr. McKee- 
ver has been a 
member of the 
Exchange 
since 1930 and 
served as a Governor from 1950 
to 1953. Following graduation from 
Princeton University in 1926, he 
was employed by his present firm. 
He resigned in 1930 to become a 
partner of Colgate, Hoyt & Co., 
returning to Goodbody &-Co. as a 
partner in 1936. 


H. Van B. McKeever 
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Three Legged Stool Supports 
Private Utility Industry 


By ALAN 


S. BOYD* 


Chairman of Florida Railroad and Public Utilities Commission 
Tallahassee, Florida 


What should be expected of investor’s, consumer’s and regula- 
tory commission’s interest in the utility industry receives a 
multisided analysis by Florida’s state utility Chairman. Some 
of the topics looked into by Mr. Boyd are: (1) need to inform 
consumers about such specific costs as demand rate and inter- 
ruptible power sales; (2) inclusion of investors with consu- 
mers im A.E.C. nuclear power research and development 
programs; (3) recognition of “risk capital” term in utility 
i as a misnomer, anachronism of certain ex post facto 
regulations, and false assumption that full disclosure of utility- 
operation-facts automatically harms the investor; and (4) 
need to adjust rate making and earnings té“inflation. Calls for 
better communication between utility, regulatory agency and 
the public, and substitution of positive for negative advertising. 


“A Three Legged Stool Sup- 


ports Free Enterprise in the 
Utility Industry.” This is my 
thesis. The three legs are, of 
course, inves- 
tor, consumer 


and the regu- 
latory agency. 
That most im- 
portant func- 
tion — man- 
agement — is 
for the pur- 
pose of this 
discussion to 
be. considered 
as the alter 
ego of the in- 
vestor. I shall 





try to define a. 

the relation- suan S. Boyd 
ships, discuss 

some of the problems created 


thereby and hopefully offer some 
thoughts for the future. 
Electricity and its transmission 
and distribution lines have been 
accurately described as “the nerv- 
ous system of modern civiliza- 


tion.” At the present time, ac- 
cording to figures furnished to 
me by the Institute, approxi- 


mately 75% of this nervous sys- 
tem in the United States is in- 
vestor-owned or within the realm 
of free enterprise. Our concern 
is and should be what the future 
holds. What will this precentage 
be 25 or 30 years hence? The ad- 
vent of nuclear energy and the 
manner in which it is developed 
may have a considerable bearing 
on this figure. 

Now let us return to the three 
legged stool, which I am reminded 
is characteristic of a milkmaid’s 
stool. But, I’m sure that none of 
us have the desire to “milk” any- 
body. 

The investor is most assuredly 
interested in free enterprise in 
the utility industry for reasons 
that are obvious. The consumer 
provides the main support to the 
free enterprise, willy-nilly, and 
his support of the industry in the 
field of free enterprise as opposed 
to public ownership of power may 
be unknowing, but more prop- 
erly this support will depend on 
the manner in which the industry 
has educated the consumer to the 
advantages to be derived from 
private ownership. 


Wants Public Informed About 
Specific Costs 

Some serious consideration must 
be given to the desires as well as 
the needs of the consuming pub- 
lic. They pay the bills and pro- 
vide the cash to make this whole 
vast enterprise possible. It is not 
enough to state that what the 
public wants is more electricity 
at less. expense. The consumer 
should be well educated by you. 
The consumer should know, for 
example, what is a demand rate, 
the theory of interruptible power 
sales, how a fuel adjustment 
clause operates and what the av- 





*An address by Mr. Boyd before the 
26th Annual Edison Electric Institute 
Convention, June 10, 1958, Boston, Mass. 





erage cost is of installing electri- 
cal service at a residence or busi- 
ness location. 

Another important item is in- 
forming the consumer the approx- 
imate added cost where major 
new appliances are purchased. 
This is a tough problem since 
the utilities operate or control 
only a fraction of the appliance 
sales. But it is an area where a 
lot of ill will has been developed. 
You must keep constantly before 
you the fact that electric utilities 
are suspect as the result of ex- 
cesses of an earlier generation. 
Matters not understood or facts 
misrepresented to members of the 
consuming public create addi- 
tional burdens for the utility and 
for the regulatory agency. 

While I must necessarily gen- 
eralize, regulatory agencies such 
as ours in Florida are committed 
to the support of privately-owned 
electrical utilities by the fact 
that we regulate no other type 
and by the further fact that we 
are required by law to provide 
rates that will permit a “fair and 
reasonable” return to the owners 
of the utility. It is understood 
that some regulatory agencies may 
also have jurisdiction over some 
aspects of publicly owned utilities 
and there may be other exceptions 
which are not in major conflict 
with my thesis. 

My philosophy requires me to 
support private ownership of elec- 
trical utilities under sound regu- 
lation. Sound regulation does 
not encompass usurpation of map- 
agement policies by the regulatory 
agency. But, due to the fact that 
the generation and distribution of 
electricity is a monopoly in fact 
and in name, there should be some 
rules of operation established and 
enforced. 

The investor in the electric in- 
dustry is someone I visualize as 
desiring continued growth with 
stable or preferably increasing 
earnings dependent upon the ex- 
isting economic situation. Such 
earnings require sound manage- 
ment, enlightened regulation and 
the support of the consuming 
public. 

The big question is why should 
the consumer support privately- 
owned as opposed to _ public 
power? Public power is not il- 
legal, it does work and in some 
cases it may be less expensive 
than would electricity sold by a 
privately-owned competitor. 


Basic Objection to Public Power 
The basic objection of public 
power stems from the fact that 
power is a basic industry. Con- 
trol of the power industry would 
mean control of our modern ex- 
istence. This has been established 
conclusively by all authoritarian 
governments in modern times. It 
is interesting to note that all of 
the revolutionary activities in 
Central and South America in re- 
cent years have included bombing 
or capture of power plants among 
their first priority objectives. 
Secondly, public ownership of 
power on a grand scale would 
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mean a complete change in our 
way of life. Not only would ex- 
isting tax structures be inadequate 
but it would require a most san- 
guine individual to feel that such 
a condition could occur without 
ultimate nationalization of all 
other major fields of private en- 
deavor. 

There are many sincere indi- 
viduals and organizations in this 
country today advocating an ever 
increasing percentage of public 
power, Undoubtedly, many of 
them give no thought to other 
corollary effects of such action, 
but there are many who do know 
exactly what will happen in such 
a case and who revel in the 
thought. The consumer must be 
made aware of these facts. Any 
educational program must be 
pitehed altogether on the advan- 
tages that accrue to the consumer 
from the use of privately-owned 
utility services. 

All of this has to do primarily 
with the development of nuclear 
energy. Here is where the battle- 
ground of public versus private 
power really lies. The develop- 
ment of this new fuel for the 
power industry will be swift. The 
die may well be cast by the man- 
ner in which this battle is fought. 
By this I do not mean to advo- 
cate necessarily that private own- 
ership should “git thar fustust 
with the mostest.” 


The utility industry spokesmen 
assert most earnestly that full 


support and free rein should be 
given to the industry in conduct- 
ing research and development 
programs in the nuclear energy 
field. This, of course, pertains to 
the regulatory agencies; and since 
they only establish the rules, what 
is meant is that the consuming 
public should be required to un- 
derwrite the cost of this experi- 
mentation. With this argument, I 
am in full accord. 

The benefits to be derived from 
such programs will be *¢@ssed on 
to the consuming puotic. The 
necessity of perfecting a source 
of fuel to replace our present fos- 
sil fuels is readily apparent. 


Investor Must Be Included in 
Atomic Program 


I feel most strongly however 
that within this program of re- 
search and development (which 
will inelude construction of first 
and second generation plants) 
there should be a partnership of 
consumer and investor and not 
alone a joint venture on the part 
of consumer and the Atomic En- 
ergy Commission. It is far too 
easy to relate all the benefits to 
be derived by the consumer while 
forgetting any advantages that 
may accrue to the investor. 

The investor cannot content 
himself with being a standard 
bearer for free enterprise while 
the consumer pays the bills. Some 
of the risk capital in the devel- 
opment of the nuclear energy pro- 
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gram must be supplied by the in- 
vestor. I do not know the amount 
and have no formula for partici- 
pation but I am sure this must 
be the case and on an increasing 
scale. 

It really seems to me that the 
term “risk capital’ in its his- 
torical sense is foreign to the 
electrical utility business in this 
day and time. It is used to define 
the capital invested in a ‘business 
at the risk of losing part or all 
if the venture fails. In an elec- 
tric utility today the only risk is 
whether the earnings will be less 
or more and whether the market 
value of the stock will appreciate 
or depreciate; this has relatively 
little to do with the eperation of 
the utility as a business.. 

As an intrinsic faeter in the 
investment of risk. capital in de- 
velopment. of the nuclear energy 
program, it is incumbent upon 
the investor to communicate the 
fact of the investment to the con- 
sumer. This communciation can 
and should state that the invest- 
ment is made for the benefit of 
the consumer and for. the main- 
tenance of free enterprise that 
pays its own way in the support 
of our free institutions. 


Criticizes Utility Negative 
Advertising 
This leads me into the adver- 
tising program of the industry 


Continued on page 28 
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Review of Monetary Policy Actions 


By M. S. SZYMCZAK* 
Member, Board of Governors of the Federal Reserve System 


Central banker compactly summarizes economic events and 
monetary policy offsetting actions since 1953 to buttress 
contention that the Federal Reserve is fulfilling its function 
of providing a favorable climate for resumption of economic 
progress in so far as can be done by money and credit policy. 


In the three years preceding the 
downturn in economic activity in 
the fall of 1957, the United States 
experienced a healthy expansion 
in output and 
employment, 
accompanied 
in its later 
phases by in- 
flationary 
pressures. This 
upswing rep- 
resented at 
first recovery 
from the 1953- 
54 recession— 
a recovery 
which was en- 
couraged by 
monetary and 
fiscal actions. 
The initiating salted nana 
force for recovery came from 
American consumers, who under- 
took a surge of spending for 
homes, automobiles and other du- 
rable goods. This spurt of con- 
seumer buying, stimulated by ready 
availability and easing terms on 
mortgage and consumer instal- 
ment credit, had effects through- 
out the economy. 

In response to the surge of con- 
éumer buying, businesses under- 
took sizable expansion programs. 
Plant and equipment outlays be- 
gan to rise rapidly in 1955, and 
this transformed recovery into 
boom. The sherp increase in busi- 
ness capital expenditures, coming 
at a time when manpower and 
material resources were already 
intensively utilized in meeting 
other demands, generated infla- 
tionary pressures. Rising prices, 
which appeared at the wholesale 
industrial level in mid-1955 and 
at the consumer level in March 
1956, engendered a psychology of 
creeping inflation and in turn 
encouraged additional spending. 
In these circumstances, Federal 
Reserve policy shifted progres- 
sively from the objective of fos- 
tering recovery in 1953-54 to 
restraining inflationary pressures 
in 1956-57. 

In the autumn of 1957 expan- 
sionary forces gave way to reces- 
sion. The capital investment boom 
had been proceeding ai an unsus- 
tainable rate. With their produc- 
tive capacity expanding more rap- 
idly than total demands and out- 
put. businesses cut back their 
investment plans. Defense orders 
also were declining as a result of 
Government efforts to avoid ex- 
ceeding budget estimates and the 
debt ceiling. At the same time 
consumers failed to respond to the 
new model automobiles and ap- 
Parently were reluctant to add 
furiher to their debts. Thus there 
Was no possibility this time of a 
rolling adjustment. The general 
change in the economic climate 
Seft business stocks in an exposed 

itior and businesses proceeded 

reouce them rapidly. 

Jn the past nine months, most 
of u.- reduction in total output 
@nd employment has been ac- 
counted for by inventory liquida- 
fion, falling business outlays for 

t and equipment, and reduc- 

in consumer spending for 

@urable goods, especiaily automo- 

biles. Industrial production has 

@eclined 13% and nonfarm em- 
ployment by about 4%. 

Into the early autumn of 1957 
mnonetary policy had remained re- 
strictive in the face of rising 
Prices and a spreading sentiment 
of creeping inflation. In view of 
developing uncertainties in the 


Mr. Szymezak before 
of Washington, D. C.., 
Md., June 10, 1958. 


*An add b 
the Grvciie Uhenke 


economic picture, open market 
operations began to ease bank re- 
serve positions slightly in the 
latter part of October. In mid- 
November, Reserve Bank discount 
rates were reduced from 3'2 to 
3%. signaling a decisive change 
in System policy. From this point 
on, restraints on bank credit ex- 
pansion were progressively re- 
laxed. 


Used Three Instruments of Pelicy 
In its effort to mitigate the 
downward movement in output 
and employment and to encourage 
early resumption of economic 
growth, the Federal Reserve Sys- 
tem has utilized each of its three 
major instruments of policy: 
changes in reserve requirements, 
open market operations, and 
changes in discount rates. 

Reserve requirements have been 
reduced on three occasions in 
1956, freeing a total of almost 
$1 billion of reserves. 

Open market operations were 
used to supply reserves to mem- 
ber banks in late 1957. In early 
1958, when the seasonal return- 
flow of currency was adding sub- 
stantially to bank reserves, only 
a part of this addition was offset 
by open market sales. Since Feb- 
ruary, Federal Reserve purchases 
of Government securities have 
amounted to about $700 million. 

Following the initial reduction 
from 31% to 3% in November, 
Federal Reserve Bank discount 
rates were lowered again on three 
occasions, and they now stand at 
1°4%—or just half of what’ they 
were in November. 

As a result of these various 
measures, bank reserve positions 
have been eased substantially. 
Between September and May, 
member bank borrowings at Re- 
serve Banks declined from about 
$1 billion to little more than $100 
million. Excess reserves have in- 
creased and thus member banks 
have shifted from a net borrowed 
reserve position of about $500 
million to a free reserve position 
of more than $500 million. 

The shift in net reserve posi- 
tions by more than $1 billion does 
not tell the whole story. The point 
to be noted is that in maintaining 
a free reserve position while 
member banks are expanding 
their assets and deposits, the Sys- 
tem is pursuing an active policy. 
As banks have utilized the re- 
serves provided by System opera- 
tions, additional reserves have 
been made available. 


Banks Are Using Available 
Reserves 


Thai the banks have been using 
the res.tves made available by 
the System is indicated by the 
fact that commercial bank loans 
and investments increased more 
than $8 billion in the seven 
months from the end of Septem- 
ber, 1957 to the end of April. In 
the same period a year earlier, 
bank credit had increased only $3 
billion. 

The growth in bank eredit has 
been mainly in the form of United 
States Government and other se- 
curities, and this has contributed 
significantly to an easing in the 
money and capital markets. Bank 
loans to businesses and consumers 
have declined with economic ac- 
tivity. On the other hand, mort- 
gage holdings of banks have in- 
creased somewhat and loans on 
securities, which provide impor- 
tant support to the capital mar- 
kets, have also risen. 

The substantial increase in 
commercial bank credit in the 


period since last fall has been re- 
flected on the deposit side pri- 
marily in a record growth in time 
and savings deposits. The active 
money supply, as represented by 
demand deposits and currency, 
has increased about $142 billion, 
or 1% since September. But time 
deposits at commercial banks have 
gone up almost $5 billion, er 9% 
as depositors have elected to 
transfer demand deposits to time 
accounts. Whether in time or de- 
mand form, the growth of bank 
deposits is serving to increase the 
liquidity of the eeonomy and thus 
to provide the financial basis for 
renewed economic growth. 

The transition from restraint to 
ease in monetary policy has pro- 
dueed a marked reaction in finan- 
cial markets. Short-term interest 
rates have fallen sharply. For 
example, the rate on Treasury 
bills, an indicator of the avail- 
ability of funds in the money 
market, has declined from over 
312% in October to less than *4% 
recently. 

Longer term market yields have 
come down about *4 of a percent-: 
age point from their peaks last 
autumn. But there has been a 
heavy volume of security flota- 
tions in these markets—and this, 
of course, is the desired objective 
of lowered interest rates. State 
and local governments, which in 
some cases postponed borrowings 
during the period of monetary 
restraint, have borrowed 30% 
more in the capital market this 
year than in the first five months 
of 1957. Corporate borrowing has 
so far been only slightly below 
the record volume of 1957. For- 
eign borrowers and international 
institutions have alse borrowed 
more heavily in the United States 
capital market than last year. 

Summarizes Accomplishments 

Thus monetary policy has con- 
tributed to an increase in the 
availability and a reduction in 
the cost of borrowed funds. Com- 
mercial banks have reduced their 
lending rates and, with their re- 
serve positions eased, they are in 
a condition to respond to increased 
loan aemands. Meanwhile, their 
security purchases have provided 
a large flow of funds to the 
money and capital markets, there- 
by facilitating private and gov- 
ernmental borrowing in those 
markets. 

I have given this review to 
point up the fact that, in the light 
of the economic situation, money 
and credit policy is fulfilling its 
function of providing a climate 
favorable for resumption of our 
economic progress so far as thai 
can be done by actions in this 
field. 


J. B. Higham V.-P. 
Of Robinson Go. 


PHILADELPHIA, Pa.—The ap- 


pointment of Joseph B. Higham as 
a Vice-Presi- 
dent of Robin- 
in & Co., Ine., 
42 South 15th 
Street, mem- 
ber of the 
New York, 
American 
(Associate) 
and. Philadel- 
phia-Balti- 
more Stock 
Exchange, was 
announced to- 
day by Robert 
Ro binson, 
President of 
the firm. At 
the same time, Mr. Robinson an- 


nounced that the company has 
formed an Investment Planning 
Department with Mr. Higham in 
charge. The department will cover 
Philadelphia and the entire Dela- 
ware Valley area. 


Joseph B. Higham 
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of Canadianism 


By N. R. CRUMP* 
President, Canadian Pacifie Railway Company 


Canadian rail head depicts the forces shaping the economics 
of Canadianism; reviews factors pushing Canada forward on 
the frontiers of technology which are said to make our northern 
neighbor one. of the ‘most technologically advanced countries 
in the world in transportation and other fields; and, after 
explaining how investments in transportation — rail, pipe, 
highway, air and St. Lawrence Seaway — have generated a 
chain reaction of growth, points out that Canada’s transporta- 
tion capital requirements in the future will, if anything, be 
even greater than in the past. To maintain a favorable invest- 
ment climate, Mr. Crump warns how restrictions stemming 
from collective bargaining instigated by American labor lead- 
ers or.outdated Canadian regulatory public policies can result 


in less efficient transportation 


services and add an unneces- 


sary cost to Canadian economy. 


-The dynamics of growth and 
progress are governed not only by 
the circunistances of economics 
but also by the attitudes and be- 
havior of peo- 
ple. Any é¢on- 
sideration of 
the economics 
of Canadian- 
ism, therefore, 
to be mean- 
ingtuland 
realistic, must 
be associated 
with an un- 
derstanding of 
the traditions, 
achievements 
and aspira- 
tions of the 
Canadian peo- 
ple The 
sturdy, confident spirit of Ca- 
nadianism we share today derives 
its strength from three great tra- 
ditions whose roots reach deep 
into our country’s past. 

Oldest of three traditions, heard 
no less clearly today than in the 
past, is our determination to pre- 
serve our national identity — 
political, cultural and economic— 
independent of the United States. 
From time immemorial this tra- 
dition has been ’shaved by English- 
speaking and French-speaking 
Canadians alike. Our forefathers 
first made the great refusal when, 
in 1776, they declined to join the 
revolting American colonies. They 
made it again in 1812, when they 
fought side by side to repel Amer- 
ican invasion of our country. They 
made it again in 1837, when they 
refused to rise in revolt in the 
name of republicanism. Responsi- 
ble government was Canada’s an- 
swer then to the taunts of the 
Jacksonian democrats south of the 
border. Confederation, and the 
building of the Canadian Pacific 
Railway, together with Sir John 
A. Macdonald’s “National Policy,” 
were the acts of faith in Cana- 
dianism which, in the first quarter 
century of our national existence, 
successfully thwarted American 
ambitions to gain control of the 
northern half of the continent. In 
1891 and again in 1911 we re- 
jected Reciprocity for the same 
reason. 

The second great formative 
force which, until recently, occu- 
pied a foremost place in Canadian 
theught and tradition has been 
the recognition that our country’s 
destiny lay outside the sphere of 
European-based 19th century im- 
perialism. It was for this reason 
that Canadians—English-speaking 
and French-speaking alike—were 
persuaded that the alternative of 
imperial federation, which en- 
joyed some popularity at the turn 
of the century, held little promise 
for the deeper aspirations cf Ca- 
nadianism. Instead, we _ chose, 
with infinite wisdom, as subse- 
quent events have shown, to rec- 
oncile our common loyalty to the 
Crown and our emotional ties 
with the New World in what, for 
a time, was known as “Dominion 


N. R. Crump 


*An address by Mr. Crump before the 
Canadian Life Imsurance Officers’ Asso- 
ciation, Montebello, Que. 


Status,” and which today is rec- 
ognized as national sovereignty 
under the Crown within the 
framework of the Commonwealth, 

The third great factor which 
has shaped our country’s destiny 
ana hastened us on the path to 
nationhood is, I suggest, largely 
the contribution to Canadianism 
of the forbears of our French- 
speaking fellow-citizens. Aban- 
doned to their fate by France in 
the 18th century, they were the 
first to call themselves Canadien 
and to identify themselves irrev- 
ocably with the northern half of 
the North American continent. 
Their sense of Canacianism was 
undoubtedly heightened by their 
subsequent decision to reject the 
disquieting and disruptive moral 
and political influences of the 
French Revolution, which was so 
at variance with their traditions 
and beliefs. 

From these great formative tra- 
ditions, as I see it, stems the vi- 
brant, dynamic Canadianism of 
today. I venture to suggest that 
these same traditions will con- 
tinue to shape the economic des- 
tiny of ovr country no less surely 
in the future than they have in 
the past. 


Canadian Transportation Outlook 

What, then, of Canada’s tomor- 
row? 

And what role is transportation 
destined. to play in the economics 
of Canacianism in the years that 
lie ahead? 

To the first question the Gordon 
Commission, in its Final Report, 
has rendered a verdict glowing 
with promise. It is a verdict of 
greater validity than ordinarily 
attaches to long-term economic 
forecasts because it is backed by 
the unswerving confidence of the 
Canadian people themselves in 
their country’s economic destiny. 

I am not unmindful of the fact 
that the glittering horizons of 
Canada’s tomorrow are momen- 
tarily clouded by tne mists of 
economic uncertainty. We all 
know that new investment in re- 
source production which has been 
the motive power behind the 
phenomenal growth of the last 
decade has waned. We all know, 
too, that formidable problems 
have arisen on the trade front, 
adversely affecting many of our 
major exports. Disquieting mani- 
festations of protectionism south 
of the border have already caused 
an appreciable falling of in the 
output of certain of our key re- 
source industries. 

Overseas, too, developments are 
taking place which seem certain 
to affect patterns of international 
trade and investment. I refer to 
the European Common Market 
and the proposed Anglo-European 
Free Trade Plan. No one can yet 
foretell what these developments 
imply for Canada’s economic fu- 
ture. 

Do these disquieting develop- 
ments mean that the glowing 
promise of Canada’s tomorrow 
will be unfilled? Are the founda- 
tions which past and present gen- 

Continued on page 30 
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By KURT F. FLEXNER* 


Professor of Finance, School of Commerce, Accounts and Finance 
New York University, New York City 


What savings and loan associations should consider in view 
of possible uncertainty of growth in next half year or more 
is presented by fimance expert after analyzing the current 
recession. Professor Flexner foresees a drop in interest rates 
on savings in the New York City Metropolitan area in second 
half of 1958 and points out inadvisability of remaining 


“above the market” in an attempt to grow at 


ity pace 


in disregard of recession. He doubts Federal Reserve will 
initiate lower time deposit rates and expects, instead, that the 
private banking sector will initiate lower rates in line with 


money market’s rate-structure. 


Prescribes conservative policy 


in attracting savings; investment in governments instead of 
second grade mortgages; and concentration on lower costs 
and increased efficiency. 


The years since the war have 
been characterized by success and 
rapid growth for the savings and 
jéan associations. They were on 
the whole 
years of great 
prosperity — 
years during 
which the re- 
turn on in- 
vestment was 
high enough 
to bring relief 
from keen 
competition 
and high 
@eperating 
costs. These 
years, during 
which manag- 
img an associ- 
ation or any 
other bank was relatively simple, 
are now in the past. The future, 
though it holds great promise will 
require an increasing amount of 
managerial skill from those re- 
warded with success. 


The current recession has al- 
ready created some serious prob- 
lems in respect to savings, invest- 
ment and operating policies, Be- 
fore I elaborate on these, I would 
like to analyze the recession and 
its prospects briefly. 


Kure rocaucr 


Traces Recession’s Genesis 


The major cause of this reces- 
sion was a decline in investment 
@éxpenditures and consumer 
spending on durables, especially 
automobiles. In a number of basic 
imdustries production declined 
fadically from all-time high ca- 
pacities. There are quite a few 
theories offering explanations of 
recessions and the other phases of 
the business cycle. Classical econ- 
omists and their more modern 
@destiples see the recession as a 
maladjustment of prices and costs. 
Other economists see it resulting 
from a decline in profit expecta- 
tions, independent of prices and 
eosts. Still others see it as a result 
of an easy money policy followed 
by tight money. 

The present administration and 
Some of its most influential ad- 
Yisors have viewed this recession 
largely as a price-cost disturbance, 

uch as the classical economists 

ve done. As a result the ad- 
ministration was reluctant to in- 
terfere with the forces of the free 
market for fear that its inter- 
ference would handicap the pro- 
cess of adjustment. An added fac- 
tor in the administration’s 
reluctance to take strong anti- 
recession measures was based on 
the assumption that such meas- 
ures would turn the recession into 
a powerful inflation. In other 
words, that the cure would be 
worse than the disease. 


A recession is characterized by 
a level of spending which is in- 


-adequate for maintaining full 
employment. Those who think of 
price-cost adjustments as_ the 





*An address by Dr. Flexner before the 
Metropolitan League of Savings Associa- 
tions, New York City. 








cure for a recession assume that 
as prices fall sales will increase 
and ‘as wages fall “employment 
will increase. This is part of the 
doctrine of economic équilibrium 
through market forces. The clas- 
ical economists who developed 
this doctrine assumed a state of 
pure competition. That is, an 
2economy in which wages and 
orices respond freely to market 
forees and are not subject to arbi- 
trary decisions on the part of 
management or labor. 


In a large sector of the Ameri- 
can economy wages and prices, 
n spite of public sentiment and 
-he anti-trust laws, do not re- 
spond to market forces in the 
sense in which the classical econ- 
omists envisaged that term. There 
are, in other words, too many 
monopolistic rigidities in our 
economy for price adjustments 
to function and to restore full 
employment within a reasonable 
period of time. 


Doubtful of Recovery in Near 
Future 

I am, therefore, somewhat 
doubtful about the chances of a 
real economic recovery in the 
near future. This doubt is. not 
based on pessimism for neither 
pessimism nor optimism have a 
place in objective economic anal- 
ysis aimed at reahism, 

The theory of price-cost adjust- 
ments as a cure for recessions is 
as I have pointed out based on 
the assumption that markets op- 
erate uhder pure competition. In 
such a market prices and wages 
fall together when employment 
reduces demand. At the lower 
price and wage levels production 
and employment are assumed to 
increase. 

In the absence of effective com- 
petition prices and wages do not 
fall together in the proper pro- 
portions. They may not fall at 
all until production and employ- 
ment have greatly declined. If 
prices fell but wages did not fall 
simultaneously, profit margins 
would decline. This would fur- 
ther discourage investment and 
employment would as a result fall 


off even more. If wages fell while + 


prices did not come down, pur- 
chasing power would decline, 
which would lead to more unem- 
ployment. 

If the proper price and cost 
adjustments are not forthcoming 
the economy is incapable of re- 
storing full employment through 
its market mechanism. Under 
those conditions only monetary 
policy, budgetary policy and defi- 
cit spending remain as anti-re- 
cession tools, Of these, monetary 
policy is least effective as Wood- 
lief Thomas recently pointed out 
in a Washington address before 
the New York State League. In 
fact he thinks monetary »olicy 
can do very little at present to 
stimulate economic activity. With 
this I thoroughly agree. Interest 
rates are not very powerful fac- 
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What the Recession Means to jie 
Savings and Loan Associations 


tors when demand and profit an- 
ticipations are declining. 

Budgetary or tax policy may 
prove more potent as an anti- 
recession remedy. It is expected 
that tax cuts will be announced 
sooner or later. Deficit spending 
is, of course, the strongest of the 
anti-recession measures. In time, 
I expect, that whatever measures 
are necessary to restore high 
levels of employment will be put 
to use. At this time, however, 
it is highly speculative to predict 
the extent to which anti-reces- 
sion measures will in fact be em- 
ployed, and how soon and to 
what extent their effects will be 
reflected in economic activity. It 
is also highly probable that when 
an upturn does occur the boom 
will not reach the proportions of 
the last one. It should be borne 
in mind that the postwar boom 
began at a time when industrial 
capacity had been fully utilized. 
Increa8es in demand, therefore, 
stimulated investment expendi- 
tures in plant and equipment. 
Currently, many industries are 
operating with considerable ex- 
cess capacity so that production 
can be increased greatly without 
heavy investment expenditures. 

Considering the uncertainty of 
the next six months or even a 
year or more, the savings associa- 
tions should find this a good time 
for reorienting their thinking. 
During a period of economic ex- 
pansion it was quite proper to 
attract savings and to invest these 
in home mortgages stimulated by 
economic and population growth. 
It was even proper to borrow 
when the flow of savings in a 
particular area was inadequate for 
financing a legitimate mortgage 
demand, while money in other 
areas was more plentiful. During 
such a time there is no reason for 
maintaining high liquidity ratios. 
The chief emphasis should be on 
maintaining the proper relation- 
ship between growth, reserves and 
investment quality. 


Taking. Changed Conditions Into 
Account 

Today conditions are very dif- 
ferent. The demand for prime 
mortgages is greatly off. Interest 
rates on savings are high and out 
of line with other money market 
rates. Mortgage rates are declining 


and the demand for housing is 
currently less than it was last 
year, in spite of a spurt in gov- 
ernment guarantees. Operating 
costs are relatively high due to 
the fact that the savings and loan 
industry in its present form and 
significance is fairly young and 
its growth in recent years has 
been rapid. 

This is in other words an ideal 
time to take stock and to con- 
solidate the gains already made. 
If an association is determined to 
ignore the recession and attempts 
to grow at prosperity rates, it 
will find it increasingly difficult 
to invest its funds in good mort- 
gages. Such ae policy would 
eventually lead to asset deteriora- 
tion. é 

It is very likely that interest 
rates on savings will fall during 
the second half of 1958 in this 
area. Elsewhere they have already 
gone down. It would be wise, I 
think, to pursue a conservative 
policy in respect to savings. I 
understand that the Federal Re- 
serve System will not take the 
initiative in lowering the ceiling 
on the interest on time deposits. 
This means that the private sec- 
tion of the banking system will 
have to take the initiative in 
lowering such rates until they are 
more in line with the interest 
structure of the money market. 
When such rates begin to fall it 
would be unwise to remain “above 
the market” in an attempt to 
grow. The funds thus attracted 
would have to be invested. Con- 
sidering the cost of attracting 
savings and the relatively high 
operating expenses inherited from 
the boom, an association would be 
compelled to invest in the kind of 
risk mortgages which exist when 
prime mortgages become scarce. 

At present the best policy would 
appear to lié in the aVoidance of 
conservative second grade mort- 
gages. This can be done by pur- 
suing. a conservative policy in 
respect to savings, and by pur- 
chasing government bonds with 
funds which ¢carinot be invested in 
good grade mortgages. This alter- 
native, apart from being sound, 
has certain other attractions. With 
a decline in imterest rates the 
price of bonds will undoubtedly 
rise. I expect that by the end of 
the year issues now selling below 
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par should either reach par of. 
come close to it. Assuming’ my 
expectations to be correct, this is 
not a bad alternative to risky 
mortgage. 

It may be argued that the in+ 
vestment of funds in government 
bonds may effect reserves uh- 
favorably. This is no doubt true, 
But it should be borne in mind 
that a small drop in reserves is’ 
far better than a policy which 
would lead to asset deterioration. 

The time has come, while the 
emphasis is not on growth, to 
cencentrate on efficiency and 
costs. This is a good time to 
lower costs if they can be lowered 
without sacrificing quality and 
service, 

In summary I should like to say 
that while the recession lasts the. 
future of an association can be 
made more secure if policies in 
regard to savings and investments 
are conservative rather than ag- 
gressive, and by making every 
effort to lower cests and to in- 
crease efficiency. , 


Richard D. Adams 
Withdraws From Sloan 


PORTLAND, Oregon—Richard 
Adams has resigned as manager 
of the trading department of 
Donald C. Sloan & Co, } 


Gerhard Struckmann 
Wins Award 


Gerhard Struckmann, Chase 
Manhattan Bank, riding “Frugal 
Pat,” a horse belonging to. Ruel ef 


Domenie, won thé reserve cham- 
pionship and trophy awarded by 
Mr. and Mrs. Laurence S. Rocke— 
feller at the Sleepy Hollow Coun-— 
try Club Horse Show, as well ae 
other trophies. 

Mr. Struckmann this past winter 
won the Grand Championship im 
the senior horsemanship classes of 
the Claremont Annual Horse 
Show in New York City, in whieh 
Mrs. Struckmann won the reserve 
grand championship. 
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Stocks closed out a first 
half year on good gains that 
contrasted strangely with the 
recession atmosphere else- 
where and started off the 
second half this week by toy- 
ing with the year’s peaks for 
the averages. 

x: ee 


Oils: more times than not 
were able to offer some bet- 
ter-acting candidates for the 
side of strength but, like other 
major groups, weren’t able to 
shake off an occasional con- 
tribution to the casualty lists. 
These included Union Oil 
which climaxed its recent 
march to new highs by slump- 
ing badly after the dividend 
was slashed a bit hard. 

a we a 

Rails, where hopes for ex- 
tensive legislative relief sim- 
mered down merely to an end 
to the freight excise tax, were 
a bit chagrined, but it took 
the form of killing off any 
rally attempts without up- 
setting the individual issues 
unduly. 


* 


&: % 


Steels and motors, where 
production declines were 
again the story in part be- 
cause of the arrival of the 
slow summer season, were 
far from spectacular but were 
content most times to loll 
around without any particu- 
lar pressure being exerted on 
them. 


Dividend-Struck Laggards 


The toll being taken in 
dividend payments — so far 
the reductions and omissions 
are already well ahead of the 
results for the full year of 
1957 — produced some in- 
dividual laggards, such as 
American Viscose, but they 
failed to spark any wide- 
spread market selloff. 

Ke: ae es 

On the other hand there 
was a rather widespread be- 
lief that the approach of the 
three-day weekend shutdown 
for the holiday was prompt- 
ing some short-covering with 
the bolstering effect that it 
can have on issues where the 


short interest is concentrated. 
In short, it was hardly a week 


~ THE MARKET... AND YOU 


By WALLACE STREETE 
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for any radical change in the 
nature of the market. 
a % % 

The big volume and good 
price action in the low-priced, 
speculative items simmered 
down to continued activity 
but irregular price action. An 
illustration of the type of 
volume leadership that had 
taken over the market re- 
cently were the half year 
tabulations showing that the 
best-acting issues for the six 
months were all in the low- 
priced category with the ex- 
ception of Lorillard which 
was among a dozen issues that 
doubled in price between the 
end of 1957 and the end of 
June. 

Volume Leaders 

Others in this rather ex- 
clusive group included Art- 
loom, B. T. Babbitt, Twin 
Coach, Checker Cab, Minute 
Maid, Parmelee Transporta- 
tion, Eastern Corp., Congo- 
leum, Penn Texas, Telauto- 
graph and Servel which is 
hardly a rundown of a con- 
servative investment-grade 
portfolio. 

% wm % 

If the trading activity re- 
mains concentrated in this 
area it will constitute a 
marked shift from the leader- 
ship that carried the bull 
market ahead steadily 
through 1955, 1956 and 1957. 
In those three years the de- 
mand only for the top grade 
items appeared insatiable and 
even the secondary issues that 
normally come into play in 
the later stages of a bull 
swing never really had their 
day in the limelight on any- 
thing approaching a general 
demand. 


Through the last two 
months of market progress in 
the face of the recession, a 
good many of the market 
“bears” were converted to the 
bullish side, including a few 
that had maintained their 
skepticism right through the 
market’s runup, and at the 
moment the betting is heavy 


that the usual summer rally 
will help the good work along. 
Throughout five dozen years 
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of market history, July and 
August have conjured up 
more advances than any other 
month except December 


i which is the beneficiary of 


the yearend cleaning up and 
reinvestment that tradition- 
ally gives the list a yearend 
rally. The chances on higher 
prices sometime in July or 
August than at the end of 
June are exceptionally good, 
consequently, illustrated by 
the fact that it has happened 
in 42 years out of 60. 


Interesting Agricultural 
Equipment Issue 


As far as individual groups 
are concerned, there was con- 
siderably more attention be- 
ing given to the agricultural 
equipment shares than has 
been the case in a long while. 
Bad weather hampered opera- 
tions in the first quarter 
throughout the country but 
some of the companies in the 
group, notably Deere, have 
made a strong comeback since 
then. Deere, as a matter of 
fact, is projected to a good in- 
crease in earnings this year 
over last year with the pat- 
tern sustained through 1959. 
The company seems to have 
reached its low point in 1954 
when earnings were down to 
$2.76 but they almost reached 
$4 last year and are projected 
by some sources to $4.50 this 
year which would make the 
stock a bit undervalued by 
some of the accepted vard- 
sticks. 


Interesting Utility 


Utilities, which have had a 
long runup in tune with the 
easing money market, are 
generally considered as hav- 
ing gone a long way to dis- 
count their near-term good 
prospects. But there are al- 
ways laggards in any group 
upturn and the search for 
such in this area seems pretty 
much to have settled on New 
England Electric. 


So far this year New Eng- 
land has lolled in a range that 
has yet to stretch to four full 
points and its yield of past 
542% is considered ample in 
the group. In addition the 
payment is partially tax ex- 
empt with all the added at- 
traction for income purposes 
that that provides. In part the 
lagging tendencies have con- 
centrated more on the eco- 
nomic troubles in New Eng- 
land’s service area than on 
the utility itself. 
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Nevertheless New England 
has made progress by acquisi- 
tions and consolidating some 
of its operating subsidiaries to 
effect economies. The com- 
pany is actively exploring the 
promised benefits of atomic 
energy for power generation 
and pressing for rate relief 
where it is warranted. Despite 
its equity financing of earlier 
this year and the increase in 
common shares that that en- 
tails, projections indicate that 
earnings will be in the $1.25- 
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$1.30 area for this year which 
would compare satisfactorily 
with the $1.19 earned last 
year on smaller capitalization. 
And last year’s results repre- 
sented increases in a decade 
of 61% in revenue and 53% 
in net so while the system 
isn’t usually listed in the 
growth category, it has never- 
theless showed rather steady 
expansion. 
%% % ts 

A somewhat reverse situa- 
tion that had its champions is 
National Cash Register which 
is not noted for its yield or its 
low times-earnings standing 
although in the office equip- 
ments a 20-times level, 
has prevailed in Na- 
tional, is not considered ex- 
cessive either. A measure of 
what one new office machine 
can do, however, is its year-old 
bank posting machine which 
has racked up $40 million in 
sales since it was introduced. 
And each installation paves 
the way for further sales of 
new improvements to arrive 
at a status of full automation 
in banking. In addition, Na- 
tional is developing a new 
type of paper copy process 
that could give smudging car- 
bon paper its first worthwhile 
competition. It adds up to 
growth potential. 

[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 


“Chronicle.” They are presented 
as those of the author only.] 


Continued from page 4 
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Bartow, Lee, Partners 
In Drexel & Co. 


PHILADELPHIA, Pa. — Drexel 
& Co. announce the admission of 
Philip K. Bartow and Philip L. 
Lee as general partners in the 


Philip K. Bartow Philip L. Lee 
firm, effective July 1, 1958. Mr. 
Bartow will be resident in the 
New York office, 30 Wall Street, 
and Mr. Lee resident in the Phila- 
delphia office of the firm, 1500 
Walnut Street. 

Mr. Bartow has been associated 
with the New York office of 
Wood, Struthers & Co. since 1949 
and has been in the investment 
securities business since 1936 with 
the exception of a period of five 
years during World War Two 
when he served in the United 
States Navy. 

Mr. Lee, who has been associ- 
ated with the investment securi- 
ties business since 1921, was for- 
merly Senior Vice-President and 
Secretary of Janney, Dulles & 
Battles, Inc. 


George W. Ferrick Opens 


EGGERTSVILLE, New York— 
George W. Ferrick is engaging in 
a securities business from offices 
at 224 Maynard Drive. 


Observations... 


stock market averages fell 22%, 
and remained down until 1949, a 
period in which business enjoyed 
its remarkable postwar boom. 
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GARBAGE TO 
DIAMONDS 


“Here we are—Americans are 
apt to feel—acting like a Romeo 
beneath the balcony of the world, 
tossing bouquets of reciprocal 
trade and technical assistance at 
those we woo, and suddenly some 
ingrate Juliet dumps the garbage 
down on top of us.” 

Thus are the hurt feelings of 
Americans, wanting to be loved 
after a decade of enormous giving 
of billions in non-military assist- 
ance and military aid, including 
the techniques of the Marshall 
Plan and Point Four, described by 
William P. Gray, Editor, “Life 
International Editions,” in a spe- 
cial report, “The Shock Waves of 
Anti-Americanism.” This report, 
which appeared in the June 23 
issue of the “International Edi- 
tion,” contains a most valuable 
account of how the Latin Ameri- 
can Communists organized and 
led the anti-Nixon rioters. 

While the worldwide problem 
of anti-American feeling of course 
cannot be written off, either as 
to degree or because of the diffi- 
culties obstructing a democratic 
government in waging a propa- 
ganda war, authentic testimony 
has come to this column indicating 
that in Latin America some of the 
“Garbage” can still be turned to 
diamonds. Carlos Sanguinetti, 
President of the Chamber of Com- 


merce of Uruguay and her long- 
time representative on the In- 
ternational Monetary Fund, was 
chairman of the committee taking 
care of Mr. Nixon during his visit 


to his country. Mr. Sanguinetti 
informs us that whereas our com- 
mercial policies and attitudes to- 
ward his neighbors’ dictators had 
been intensifying Uruguayans’ 
anti-United States feeling steadily 
during the past two years, this has 
been drastically reversed to a ma- 
jor pro-U. S. trend as the net 
result of the Vice-President’s visit. 

Certainly, hard-and-fast con- 
clusions concerning propaganda 
warfare, are dubious 


Now With Mitchum, Jones 
(Special to Tue Financia, CHRONICLE) 

LOS ANGELES, Calif. — Her- 
bert M. Hanson is now with Mit- 
chum, Jones & Templeton, 650 
South Spring Street, members of 
the New York and Pacific Coast 
Stock Exchanges. He was formerly 
with Dean Witter & Co 


With Powell, Johnson 


(Special to Tue Financial CHRONICLE) 
PASADENA, Calif. — James D. 
Dopson has become associated 
with Powell, Johnson & Powell, 
Inc., Security Building. He was 
formerly with the Fresno office 
of Walston & Co., Inc. 


Two With Republic 
(Special to Tae Frvanciat Cueronicie) 
PASADENA, Calif.— Kenneth 
O. Breidenfeld and Ralph G. 
Orkin have become connected 
with Republic Securities Com- 
pany, 252 South Lake Avenue. Mr. 
Orkin was formerly with Daniel 
D. Weston & Company, Inc. 


First California Adds 

{Special to Tae Financiat CHRONICLE) 
SAN FRANCISCO, Calif.— 
Nelson G. Mathews has been 
added to the staff of First Cali- 
fornia Company Incorporated, 300 
Montgomery Street, members of 
the Pacific Coast Stock Exchange, 
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More Gradual Business Improvement 


Observed by Purchasing Agents 


Business improvement at a more gradual pace is reported by 
purchasing agents, though most see no major upturn burst 
from current lull before year’s end or early 1959. 


June reports of Purchasing Executives indicate the continu- 
ing improvement in their production and new order position, but 


at a more gradual pace. This 


agents who comprise the N.A.P. 


month, 39% of the purchasing 
A. Business Survey Committee, 


whose Chairman is Chester F. Ogden, Vice-President, Tne De- 


troit Edison Company, Detroit, 


Mich., report their new order 


position is better, 46% say no change and 15% show a decrease. 
These figures reflect the improvement that has been indicated 


over the past three months. 


In keeping with more new business, 34% list higher produc- 


tion, against 29% in May; no change is reported by 55%, 


11% mark any decrease. 


and only 


Although the Statistics are brighter, none of the reporting 
memvers expresses any extreme optimism over the immediate 
term. The majority look for no major break through the current 


business lull before the year-end 


or early 1959. Many see inven- 


tories as a lessening problein, as well as an important factor in 


holding the price line. 


Despite certain published price advances, the Committee be- 
lieves the soft trend is not being reversed and that, in general, 
hard selling is the order of the day. 

While employment remains stable for incumbents, there are 


no possibilities expressed toward creation 


uneinployed. 
To determine a 


psychological factor bearing on 


of openings for the 


improved 


business, the Committee was asked if they felt consumer spend- 
ing attitudes were improving. The results show 48% sensing im- 


provement, 34°. the same, 
were worse. 


ana 18% believing that buying attitudes 


Commodity Prices 
Our reporting members indicate prices to be in a rather fluid 


state, with the trend toward 


¢ 


5% 
are 


list prices as up, 32% 
lower. 


report 


softness being extended. 
categories, hard selling is the current pattern. 


In most 
Statistically, but 


unchanged, and 13% say prices 


Inventories 


This month’s reports show a 
buyers to increase inventories. 


slight inclination on the part of 


Those reporting a desire to reduce 


further their stocks on hand dropped from 52% in May to 47% in 


June. Those indicating higher stocks rose from 7°% to 10%. 


With 


some optimism being shown in general business conditions this 


month, buyers may want to be in 


a position to step up production 


immediately to meet any increase in new orders. 


Employment 
A continuing trend towards a more stable picture is reflected 


for employment in June. The re; 
to 24%, compared with 14% 


orls of greater employment rose 
a month ago. Fewer employed is 
shown by only 23%, against 31% 


in May. 


Summer workers are finding it all but impossible to get on 


a pay 


roll, despite the fact that many labor contracts contain 


provisions for liberalized vacation periods. 


Buying Policy 


With the advent 


of Summer and the still indefinite 


labor 


settlements in the auto industry, purchasing executives are not yet 
willing to extend their materials commitments beyond the pattern 
established for the past several months. 





Hand to Mouth 


J UNE— 
Production Materials 9 
MRO Supplies ._ ~~ 34 
Capital Expenditures 17 


MAY— 
Production Materials 13 
MRO Supplies ----- 3 
Cupital Expenditures 1 


7 


Per Cent Reporting 





30 Days 60 Days 90 Days 6 Mos. tol Yr. 
43 38 8 2 
42 18 6 . 
9 14 22 38 
44 34 7 2 
43 17 4 ’ 
8 17 26 32 


Specific Commodity Changes 


There is 


significant change noted. 


not much price activity of any kind reported this 
month. A price rise in copper by 


one major producer is the most 


On the up side are: Copper, brass, steel scrap, raw sugar, and 


electrical equipment. 
On the down side are: Lead, 
and formaldehyde. 


kraft papers, fuel oil, methanol, 


In shert supply: Only helium is revorted for June. 


E F. Hutton Installs 
TV Gircuit in L. A. 


LOS ANGELES, Cal.—The first 
closed-circuit television installa- 
tion authorized by the New York 
Stock Exchange to a member firm 
was unveiled in the main Los An- 
geles office of the nationwide in- 
vestment brokerage firm of E. F. 
Hutton & Company. 

With the new TV installation, 
described as an electronic “eye 
on the market,” second-by-second 
changes in the market are instan- 
taneously visible in the offices of 
Hutton executives located on the 
floors above the company’s Spring 
Street boardroom. 

Under the Exchange authoriza- 
tion, the camera chains are used 





only in individual brokerage firms 
and do not inter-connect with 
other branches. 


Now With Toboco 
(Special to Tug Prnanctsl CHRONICLE) 

BEVERLY HILLS, Calif.—Dale 
B. Fleischmann is now with 
Toboco & Co., Inc., 9235 Wilshire 
Boulevard. Mr. Fleischmann was 
previously with McCormick & 
Co. 


Joins Witter Staff 
(Special to Tae Financia, CHRONICLE) 

BEVERLY HILLS, Calif.—Rich- 
ard D. Heise has become affiliated 
with Dean Witter & Co., 9474 
Santa Monica Boulevard. He was 
formerly with E. F. Hutton & 
Company. 


Number 5756... The Commercial and Financial Chronicle 








What About Gold and Gold Stocks? 


By ROGER W. BABSON 


Well known financial reporter favors holding “a few good 

gold stocks—not for profits, but for security,” and queries: 

(1) possibility of internationally and acceptably traded Russian 

gold ruble, amd (2) whether Americans can store raw gold 

in other nations. Contends interfering with price of gold 
would certainly cause more inflation. 


As I have already expressed 
myself in these columns, I do not 
expect any shooting war to be 
started by Russia, and probably 
no chemical war. I do expect an 
intensified economic war and be- 
lieve we are now in such an eco- 
nomic war, started by Russia 
some months ago. One of the 
weapons Russia will use is Gold. 


Tussia's “Gold Supply 


Although over 50% of the free 
world’s annual production of gold 
comes from 
South Africa, 
Russia is now 
reported to be 
producing five 
hundred mil- 
lion dollars’ 
worth a year; 
to have on 
hand eight 
billion dollars’ 
worth to use 
aS a weapon 
against us. 
This gold 
could bea 
real factor in 
breaking 
commodity prices and prolonging 
our business depression. 

Probably Russia has in mind 
establishing a gold ruble which 
would have a constant value in 
foreign trade all over the world. 
This could make a great impres- 
sion on both our allies and the 
backward nations. It should be 
an important weapon for Russia 
in the economic war in which we 
are now engaged. It seems, how- 
ever, that as the next step in mak- 
ing a Russian ruble universal for 
trade, Russia must agree to the 
British insistence on mutual free- 
dom of travel and communications 
and cease radio-jamming anything 
related to business or finance. 


Value of the Dollar 


Previous to 1934 the American 
dollar was based on gold at a price 





Roger W. Babson 


of $20.67 per ounce. Under the 
Roosevelt Administration, the 
price was increased and the dollar 
diluted. It is said that Mr. Mac- 
millan and President Eisenhower 
discussed the problem at their re- 
cent conference. They agreed that 
it should also be discussed with 
friendly nations; but this might 
cause them to become frightened 
ard lead them to withdraw gold 
from ‘the United States, which 
American investors do not want 
done. 


Interfering with the price of 
gold would certainly cause more 
inflation. Many people think in- 
flation is a bullish argument in 
the stock market; but it may not 
be so. If foreign nations withdraw 
very much gold, the bearish fac- 
tors could offset the bullish. 


The True Statistics 

Since 1950 Europe has increased 
its gold holdings to $8 billion, some 
from mining and purchasing in 
the open market and some by 
withdrawals from other countries. 
This especially applies to West 
Germany, the Netherlands, and 
Belgium. The latter country has 
also benefitted from its large ura- 
nium holdings in Africa. During 
the last few months, our gold sup- 
ply has been reduced $1% billion. 
At this rate we would lose over 
$314 billion worth during 1958. 

A statistical analysis of this loss 
shows that it has been due to a 
change in our foreign trade situa- 
tion. Up until recently, our ex- 
ports exceeded our imports, and 
our stock of gold increased. Now 
this tide has turned and our im- 
ports of raw materials and manu- 
factured goods exceed our exports. 


What About Gold Shares? 


Naturally, there has been an 
increase in the price of gold shares 
which are traded largely on the 
London Stock Exchange and in 
Toronto. There are two reasons 
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for this increase: (1) When busi- 

ness is in a recession, as at 

ent, the cost of mining gold de- 
Since the price of gold 


creases. 
after it is mined does not 
this increases the profits of 

gold mines. These profits have 
not been very satisfactory during 
the past few years and the prices 
of gold shares have been abnor- 
mally low. (2) The current talk 
about devaluation of the. dollar 
has also been a factor, but this is 
a very speculative factor. 


It seems to me, however, that 
aside from the above two reasons, 
readers are justified in holding a 
few good gold stocks—not for 
profits, but for security. While 
I see reasons why many stocks 
should decline in the next year, I 
see no reason why many good gold 
stocks seli lower than they 
did a year ago. 

It is illegal for Ameérican inves- 
tors to store any raw gold in safe- 
deposit boxes in the United States 
or its possessions. I am, however, 
seeking a government ruling as to 
whether or not investors may store 
such gold in other nations. When 
I receive a copy of said ruling, I 
will freely send it to any reader 
on request. 


Poole & Co. Opens 
In Philadelphia 


PHILADELPHIA, Pa.—An- 
nouncement is made of the for- 
mation of the investment securi- 
ties firm of Poole & Co. with 
Donald W. Poole and William T. 
Poole as partners. 

The new firm, with offices at 
123 South Broad Street, Philadel- 
phia, will act as underwriters, 
dealers and distributors of mu- 
nicipal and corporate securities. 

Donald W. Poole has been ac- 
tive in the investment securities 
business for the past 33 years. 

William T. Poole has been ac- 
tive in the investment securities 
business for the past 20 years. 


Now With Hemphill, Noyes 


(Special to Tuz F1iNANCIAL CHRONICLE) 


BEVERLY HILLS, Calif.—Del- 
ard M. Brazeau is now associated 
with Hemphill, Noyes & Co., 9478 
Santa Monica Boulevard. He was 
formerly in the trading depart- 
ment of Daniel Reeves & Co. 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any 
of these securities. The offer is made only by the Prospectus. 


8,500,000 Shares 


| THe Lazarp Funp. Inc. 


Capital Stock 


(Par Value $1) 





Price $15.00 Per Share 


(in single transactions involving less than 1,500 shares} 


Copies of the Prospectus are obtainable from such of the several underwriters, 
including the undersigned, as are registered dealers in this state. 


LAZARD FRERES & Co. 


New York 5, N. Y. 
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News ABOUT BANKS 
| AND BANKERS 


cee ee 


NEW DETICERS, ETC. 
REVISED 


CAPITALIZATIONS 





Tne promotion of Donaid C. 
Norton to Vice-President in the 
trust ‘department of the Chase 
Manhattan Bank, New York was 
announced July 1 by George 
Champion, President. Assigned to 
the trust department when he 
joined the Chase National Bank in 
1928, Mr. Norton was appointed 
an’ Assistant Personal Trust Of- 
ficer in 1944, Personal Trust Of- 
ficer in 1945 and Assistant Vice- 
Presidénf in 1953. 

Fred N. Garrett, Jr., Harry M. 
Lyter and J. Stanley Parkin, 
Former Personal Trust Officers, 
were named Assistant Vice-Presi- 
dents. : 2 i 

The appointment of Harold W. 
Smith as Assistant Treasurer of 
Manufacturers Trust Company, 
New York is announced by Horace 
Cc. Flanigan, Chairman of the 
Board. 

Formerly an Assistant Secretary 
in .the International Banking De- 
pertment, Mr. Smith recently de- 
parted on assignment as Deputy 
Far Eastern Representative in the 
bank’s representative office in 
Tokyo, Japan. 

MANUFACTURERS TRUST CO., N. Y. 
June 30,58 Mar. a "58 
3.079,602.031 3 3,392 407 ,468 
3,085,092.424 2.986.295,456 


Total resources 
Deposits _ 
Cash and due 

from banks 
U. S. Govt. se- 

curity holdgs. 
Leans & discts. 1,346,429,346 1, ve 
Undivid. profits 65,781.116 

w: % 

Rudolphe Bender. formerly As- 
sistant Vice-President in charge of 
Chemical Corn Exchange Bank’s 
foreign exchange department, has 
been elected a Vice-President of 
American Trust Company, New 
Werk, according to Harvey L. 
Schwamm, Chairman. Mr. Berdac 
will be in charge of the foreign 
department ef the trust company. 
. He held the same post from 1944 
to 1951 with National Safety Bank 
and Trust Company, New York. 
His Career in international bank- 
ing included service with such 
European banking and financial 
institutions as Credit Lyennais, 
Paris, France; Credit Lyonnais, St. 
Petersbourg, Russia; Hungarian 
Commercial Bank of Pest-Buda- 
pest, Hungary: Mendelssohn & 
Co., Berlin, Germany. 

% %: us 
AL CORN EXCHANGE BANK 
OF NEW YORK 
June 30,'58 Mar. zs. "658 


611,773,366 917,560,412 
754, 691, 849 

71,260 
258, 234 


881,730,311 


CHEMICA 


Total resources_ 

Deposits 

Cash and due 
from banks_ 

Uv. S. Govt. se- 
curity holdgs. 

Loans & discts. 

Undivid. ere 


3,493,520,161 S 221, 144, 079 
3, 086,154,226 2,823,406,092 


785,702,794 


799, 


334,196 
655,794,931 542,445,194 


1,527,904,212 1,411,123,436 
41,527,218 39,514,523 


Lysle E. Pr itchard Tas been ap- 
pointed a member of the Advisory 
Committee for Queens branches of 
the Chase Manhattan Bank, New 
York, it was announced on July 2 
by George Champion, President 
of the bank. 

The Chase Manhattan Bank, New 
York, opened a new branch July 
1, its 100th office in the metro- 
politan area, at East End Avenue 
and 83rd Street in Manhattan. 
Howard A. Hassard is Manager 
and George R. Belle Assistant 
Manager of the branch. Both are 
Assistant Peencurers of.the bank. 


Edward F. Barrett, Pain and 
Vice-President of the East River 
Savings Bank, New York, died 
June 30. He was 70 years old. 

He entered the banking business 
with the Natienal City Campany 
of New York in 1918 and in 1926 


Wus elecveu a vice-rresiaent of 
National City Bank of New York. 
x a ws 


William H. Moore, Chairman of 
the Board of Bankers Trust Com- 
pany, New York announced the 
election of Robert F. Ahlborn, 
Otis D. Brown, Hugh P. Conway, 
Thomas A. Herbert and Paul J. 
Muller to “Assistant Vice-Presi- 
dents, June 25. 

Coincident with the announce- 
ment, Mr. Moore made known the 
appointment of DeWitt C. Living- 
ston to Assistant Treasurer in the 
Bank’s division covering activities 
in the middle atlantic and New 
England areas. 

Mr. Ahlborn, a member of the 
Bank’s Personnel Relations De- 
partment, began his career with 
Bankers Trust Company in 1932. 
He was named to the official staff 
of the Bank in 1955, has been 
associated with personnel rela- 
tions work since 1956. 


Mr. Brown has been with 
Bankers Trust Company since 
1952. Assigned to the Personnel 
Relations Department of the Bank, 
as its Training Director, Mr. 
Brown is in charge of the various 
staff training and development. 

Mr. Conway began his career 
with the Bank in 1929. Prior to 
that date he was associated with 
the National Bank of Commerce of 
New York since 1918. A member 
of Bankers Trust Company’s For- 
eign Division since joining the 
company, Mr. Conway was named 
to the official staff of the Bank 
in 1953. 


Mr. Herbert who has been an 
Assistant Treasurer in the Invest- 
ment Research Division of the 
Bank since 1956, joined Bankers 
Trust Company in 1954. 


Mr. Muller, appointed an 
sistant Treasurer in 1951, is a 
member of the Bank’s Foreign 
Division, and veteran of more 
than 25 years service with the 
bank. 


As- 


* % ss 
BANKERS TRUST CO., NEW YORK 
June 30,’58 Mar. 31, 58 
$ $ 
Total resources_ 
Deposits. ..... 
Cash and due 
from banks_. 
U. 8S. Govt. se- 
curity holdgs. 
Loans & discts. 1,4 
Undivid. profits 
x: 
John T. Madden. Cision of 
the Board of Emigrant Industrial 
Savings Bank, New York, an- 
nounced that Stephen A. Ryan has 
been elected Comptroller of the 
bank. 


3,178,557,919 
2,819,846,073 


3,006,901,024 
2,640,092 682 
813,768,636 809,014,059 
723,114,563 
435,606,305 
62 955,¢ 677 


565,197,307 
1,458,701,998 
59,699,364 


The Grace National Bank of New 
York on June 26 announced ap- 
pointment of Hector R. del Rio, 
John C,. Fitzgerald and Franklin 
Thomas Smith, Jr. Assistant 
Cashiers. 


us 


NATIONAL BANK OF “yt YORK 
June 30,58 Mar. 31,’58 
$ 


GRACE N 


Total resources____ 

Deposits . 

Cash and due from 
I oo 

U. S. Govt. security 
holdings as 

Loans & discounts 

Undivided profits. 


$ 
214,032,354 
182,156,413 


222,341,371 
186,516,921 


58,133,281 57,468,184 


52,872,477 
88,165,736 
2.036,086 
fs %: %: 

Plans for a merger of Commere- 
ial State Bank and Trust Company 
of New York and Bank of North 
America, New York were ap- 
proved June 26 by the Boards of 
Directors of the institutions, it was 
announced jointly by Jacob Leicht- 
man, President of Commercial 
State Bank, and Louis E. Gold- 
stein, Board Chairman of Bank of 
North America. 

Under terms of the proposed 
merger, the consolidated institu- 


49,933,297 
88,119,836 
1,699,530 


tion would be known as Com- 
mercial Bank of North America. 
It would have assets exceeding 
$150,000,000 and would operate 12 
branches in Manhattan, Brooklyn, 
Queens and the Bronx. 


Jacob Leichtman, President, and 
D. Mallory Stephens, Chairman of 
she Board of Commercial State 
Bank, would serve as President 
and Chairman respectively of the 
merged institution. Louis E. Gold- 
stein, Board Chairman of Bank of 
North America, would be Vice- 
Chairman. Charles D. Runyan, 
President of Bank of North Amer- 
ica, would be a director and Senior 
Vice-President of the consolidated 
institution. Sidney Friedman, 
chairman of the executive com- 
mittee of Bank of North America 
would occupy the same position in 
Commercial Bank of North Amer- 
ica. 

Stockholders of the two banks 
will vote upon the plan of merger 
in meetings next month. The pro- 
posed merger is subject to the ap- 
proval of the State Department of 
Banking. 


Approved by the Directors is 
the proposed issuance of 470,563 
shares of stock, par value $5 per 
share, by the consolidated institu- 
tion. 


Shareholders in Bank of North 
America would receive a total of 
141,166 shares, or one share of 
Commercial Bank of North Amer- 
ica for each share now held. 


Shareholders in Commercial 
State Bank and Trust Company 
would receive 329,396 shares in 
the merged institution, or 3.617 
shares for each share of Com- 
mercial State Bank stock now 
held. 


Capital funds of the consolidated 
institution would be in excess of 
$11,000,000, not including reserves, 
it was reported by Mr. Leichtman. 
Commercial State Bank and Trust 
Company currently has total re- 
sources of over $120,000,000 and 
deposits in excess of $100,000,000. 
Bank of North America has total 
resources of more than $30,000,000 
and deposits of $25,000,000. 


On July 3, 1819, when The 
Bank for Savings, New York, 
opened for business in a basement 
room in the “Old Alms House” in 
City Hall Park 80 depositors 
banked a total of $2,807. That was 
the start of New York State’s first 
mutual savings bank, a non-profit 
institution established entirely for 
the benefit of its depositors. The 
chief purpose of the bank was, and 
still is, to provide a safe place for 
the savings of the people and to 
see to it. that their money earns 
steady interest. 


Alfred S. Mills, new President 
of The Bank for Savings reports 
that since 1819 it has served over 
2,000,000 people. During 139 years, 
uninterrupted dividends totaling 
$337,000,000 have been paid to de- 
positors. Today, the bank’s assets 
are over a half billion dollars. 


Burr P. Cleveland, a former di- 
rector of the Federal Reserve 
Bank of New York, died June 25, 
at the age of 61. Mr. Cleveland 
was President of the First National 
Bank of Cortland, N. Y., and di- 
rector of the New York Federal 
Reserve Bank from 1950 to 1953. 
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GUARANTY TRUST CO. OF NEW YORK 
June 30,’58 Mar. 31,’'58 
s . 


$ 

Total resources. 3,225,741,564 3,167,081,776 
Deposits ah 2,685,890,156 2,558,572,900 
Cash and due 

from banks 
U. S. Govt. se- 

curity holdgs. 
Loans & discts. 
Undivid. profits 


518,168,528 723,304,626 
880,512.700 
1,583,717,086 
99,344,009 


i 


$39,143,178 
1,581,703,109 
96,680,562 


IRVING TRUST CO., NEW YORK 
June 30,’58 Mar. 31,’58 


$ $ 
2,069,523,134 1,912,952,751 
1,862,648,379 1,717,749,754 


Total resources 
Deposits  — Roe 
Cash and due 

from banks__ 
U. 8S. Govt. se- 

curity holdgs. 
Loans & discts. 
Undivid. profits 


482,534,142 496,646,788 
470,710,908 
955,643,178 

26,632,916 


385,765.012 
858,675,495 
25,752,785 
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J. P. MORGAN & CO., INCORPORATED 
NEW YORK 
June 30,58 Mar. 31, °58 
$ $ 
Total resources. 1,075,917,654 920,956,147 
Deposits 951,393,696 803,993,509 
Cash and due 
from banks__ 
U. S.. Govt. se- 
curity holdgs. 
Loans & discts. 
Undivid. mee 


309,299,943 233,401,541 
261,421,835 
364,940,821 
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189,603,456 
392,661,884 
18,747,127 


THE NEW YORK TRUST COMPANY 
NEW YORK 
June 30,°58 Mar. 31,'58 
$ s 
872,378,797 
764,059,787 


948,241,425 
642,184,737 


Total resources 
Deposits 
Cash and due 

- inks 
U. Govt. 

holdings nn eee 
Loans & discounts 436,275,258 
U ndivided ier} _ i. “1, 401 


from 
. 273,905,202 
se curity 


207,841,249 


611,136 


3,676,498 
3, 
2,614,366 
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THE BANK OF NEW YORK 


June 30, "58 Mar. 31,’58 
~ 
549,919,485 


480,396,672 


. 619, oes 5,553 
: 554,705,110 

. from 
219,036,038 


security 


Total resources 

Deposits 

Cash and due 
banks 

U.S. Govt. 
holding: . 101,758,167 

Loans & discounts 255,110,437 

Undivided pr ofits 5, 979. 616 


148,874,787 


92,840,060 
257,706,844 
5,294,792 


J. HENRY SCHRODER BANKING 
NEW YORK 


June 30,’58 


CORP. 


Dec. 31,57 
$ 
133,181.654 
94,971,695 


36,795,394 
92,142,410 
from 


Total resources 

Deposits 

Cash and due 
banks 

U.S. Govt 
holdings 

Loal & 

Surplu 
vided 


18,689,956 18,021,249 
security 

47,659,934 
30,397,246 


51,773,122 
discount 32,631,883 
and undi- 

profits 5,700,000 5,600,000 


SCHRODER TRUST CO., _ YORK 
June 30,58 Dec. 31,°5% 

$89,088 297 $74,419,878 
81,468,468 66,655 


Total resources 

Deposits 

Cash and due 
bank 13 

U.S. Govt. security 
holdings 

Loans & discount 

Surplus and undi- 
vided profits 


058 
434,461 15,476,425 


48 083,694 
20,434,527 


38,161, 96 


19.666,.76 


2.800.000 2.750.000 

As of the close of business June 
30, the unification of the Vermont 
Savings Bank, Brattleboro, Vt., 
with the Vermont-Peoples Na- 
tional Bank of Brattlebore, Yt. 
was to be completed. This resulted 
in the largest commercial bank 
and oldest bank in Vermont. This 
unification is under the charter of 
the Vermont- Peoples National 
Bank of Brattleboro and the new 
name is Vermont National and 
Savings Bank, Brattleboro, Yt., 
which will be a commercial and 
Savings bank with resources of 
over $40,000,000, and capital funds 
of over $3.000,000. 

This unification of a mutual sav- 
ings bank with a national bank is 
a very unique operation and it is 
the first such unification to be 
completed in the United States. 
This merger has been brought 
about by the Vermont-Peoples Na- 
tional Bank of Brattleboro acquir- 
ing the assets and assuming the 
liabilities of the Vermont Savings 
Bank, raising $1,900,000 of addi- 
tional capital to carry the enlarged 
bank and changing its name to 
Vermont National and Savings 
Bank, Brattleboro. This will give 
the bank the largest lending power 
of any commercial bank in Ver- 
mont. 

Stockholders were offered rights 
to subscribe to preferred and 
common stock on June 9 and by 
June 23 when the rights expired 
on common stock, all stock had 
been sold and the common stock 
had been over-subscribed 25% 


William I. Tucker, the President 
of the Vermont-Peoples National 
Bank of Brattleboro, will continue 
as President of the enlarged uni- 
fied bank, and Paul H. Ballou, 
President of the Vermont Savings 
Bank, will be Chairman of the 
Board. 

Philip J. Stueck, President of 
the City Savings Bank, Middle- 
town, Conn., died June 24 at the 
age of 80. Mr. Stueck became 
President of the bank in 1926. 

= % a: 

Frederick W. Shelley, Chairman 
of the Morris County Savings 
Bank, Morristown, N. J., for more 
than 50 years, died June 23. His 
age was 75. 


. Thursday, July 3, 1958 


Henry Knepper, 58, Chairman 
of the First Camden National Bank 
and Trust Company, New Jersey, 
died June 23. Mr. Knepper had 
been with the bank since 1944, and 
was a director and former Presi- 
dent. 

= cd % 

Charles Raymond Cornell, Vice- 
President of the Frankford Trust 
Company, Philadelphia, Pa., died 
June 22 at ay age of 69. 

% % 

The First Seatast Bank of Tre- 
vorton, Pa., with common capital 
stock of $50,000, has gone into vel- 
untary liquidation by a resolution 
of its shareholders dated May 28, 
effective at close of business May 
29. Liquidating agents or commit- 
tee: Messrs. Edward J. O’Rourke, 
Modes. Foieri and Chester F., 
Yordy, care of the liquidating 
bank. Absorbed by: National- 
Dime Bank of Shamokin, Pa. 


*: 


Following the igetnr monthly 
meeting of directors of the Society 
National Bank, Cleveland, Ohio, 
Mervin B. France, Chairman of 
the Beard, announced the election 
and appointment of a new Assist- 
ant Vice-President. 

On June 16, John K. “Barney” 
Burry joined Society National as 
an Assistant Vice-President, with 
duties in the commercial banking 
division. 

He comes to Society with 10 
years’ experience in the commer- 
cial banking field. Previously, he 
was a Manufacturers Representa- 
tive. 


By a stock dividend, The Cen- 
mon capital stock of The Chicago 
Heights National Bank, Chicago 
Heights, Il)., was increased from 
$200,000 to $300,000, effective June 
20. (Number of shares outstand- 
ing—15,000 shares, ad value $20.) 

By a sheets dividend, The Cen- 
tral National Bank of Carthage, 
Mo., increased its common capital 
stock from $150,000 to $300,000-ef- 
fective June 17. (Number of shares 
outstanding — 12,000 shares, par 
value $25.) 

% % a 

Leonard G. Miller has been 
elected President of the Mercan- 
tile National Bank of Miami Beach, 
Fla., according to an announce- 
ment by Joseph Weintraub, Chair- 
man of the Board. 


Mr. Miller, former President of 
the Mutual Bank and Trust Co. of 
St. Leuis, Mo., resigned his posi- 
tion with that bank on April 30. 
He assumes his duties at Mercan- 
tile on July 1 

The position of President as well 
as Chairman of the Board had 
been held by Mr. Weintraub since 
the death of previous President 
Gordon H. Robertson last year. 
Mr. Weintraub retains his position 
as Chairman. 

Mr. Miller was one of the or- 
ganizers of the Mutual Bank and 
Trust Co. of St. Louis in 1934, 
starting as an Assistant Cashier, 
He became its President in 1955. 

He has had a long and varied 
career in banking, dating back to 
1918. Through the years he has 
worked in all departments of 
banks, helped organize several 
banks, and served as a bank liqui- 
dator. 

t: Bs ts 

Hutchings-Sealy National Bank 
of Galveston, Tex., and The First 
National Bank of Galveston, Tex., 
consolidated on June 30, to form 
the First Hutchings-Sealy National 
Bank of Galveston, Tex. 

The First National Bank of 
Everett, Wash., increased its com- 
mon capital stock from $1,000,000 
to $2,000,000 by a stock dividend, 
effective June 20. (Number of 
shares outsta: pone 000 shares, 
par value $2: 

z % 

The enneindiiiiins of H. E. Mc- 
Clenaghan as a representative in 
the United States of The Roval 
Bank ef Canada, Montreal, Canada 
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with headquarters in Dallas, Tex.., 
has been announced. 

This is a new post which has 
been designed to place the Royal 
Bank’s facilities in Canada, Latin 
America and elsewhere more 
closely at the disposal of banks, 
clients and prospective clients in 
the oil and gas producing centres 
of the mid-continent area of the 
United States. 


Mr. McClenaghan has had over 
20 years banking experience, in- 
cluding three years at the bank’s 
Head Office in Montreal. Joining 
the “Royal” in 1937 in Saskatch- 
ewan, he has served at a number 
of points in. Canada, including 
“rinece Albert and Regina. Since 
i951 he has been stationed in Cal- 
gary, Alberta where he has oc- 
cupied senior positions associated 
with the bank’s oil and gas financ- 
ing operations. 

The Royal Bank of Canada is 
Canada’s largest bank and the 
fourth largest in North America. 


with assets now exceeding $3,- 
750,000,000. Operating over 900 


branches throughout Canada, the 
Caribbean area, Central and South 
America, and with offices in New 
York, London and Paris, the 
“Royal” was among the first to 
become conscious of Canada’s oil 
and natural gas potentialities. 


Francis Bowen was elected Sen- 
ior Vice-President of the Gevern- 
ment Development Bank for 
Puerto Rico, it was announced by 
Dr. Rafael Pico, President. Mr. 
Bowen had been Vice-President of 
the bank since 1954. Roberto Mon- 
talvo was elected Executive Vice- 
President. He joined the bank in 
1949 and was elected Vice-Presi- 
dent in 1956. Pedro Souss, Con- 
troller, was elected to the addi- 
tional office of Vice-President and 
Arturo Gallardo was elected Vice- 
President in charge of loans. 


Orange & Rockland 
Utilities, Inc. Bonds 
Offered to Investors 


Halsey, Stuart & Co. Ine. and 
associates 


offered on July 1 an 
issue of $10.000,000 Orange and 
Rockland Utilities, Inc. first mort- 
gage 4'2% bonds, series F, due 
June 15, 1988, at 102.50% and ac- 
crued interest, to yield 4.35%. The 


group won award of the bonds at 
competitive sale on June 30 on a 
bid of 101.559°. 

Net proceeds from the financing 
will be applied by the company 
toward the repayment of bank 
loans incurred in connection with 
the construction program and the 
retirement of preferred stock of 
The Orange and Rockland Elec- 
tric Company. 

The series F bonds will be re- 
deemable at general redemption 
prices ranging from 107% to par, 
and at special redemption prices 
declining from 10215% to par, 
plus accrued interest in each case. 

Orange and Rockland Utilities. 
Inc. and its subsidiaries are en- 
gaged in the generation, purchase, 
distribution and sale of electricity, 
and the purchase, distribution and 
sale of natural gas for heating, 
industrial and genera] utility pur- 
poses. Territory served has an 
estimated population of 294,000, 
covers about 1,350 square miles, 
embracing all of Rockland County, 
most of Orange County and part 
of Sullivan County, in New York 
State. In New Jersey, a subsidiary 
serves the northern parts of Ber- 
gen and Passaic Counties and 
small areas ef Sussex County, and 
another subsidiary serves part of 
Pike County, Penn. 

For the 12 months ended March 
31, 1958, the company and its sub- 
sidiaries had consolidated operat- 
ing revenues of $25,048,000 and 
consolidated net income of $2,- 
588,000. 
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Our Reporter on Governments 


By JOHN T. CHIPPENDALE, JR. 





The Government market appears to be recovering its equilib- 
rium following the tossing around it took when the free riders. 
speculators and traders, were scared out of the market because of 
reports that the easy money policy would be changed due to im- 
proving economic conditions. It is the opinion of most money 
market followers that the Government market has been helped 
considerably by the recent shake-out, although more time will be 
needed before the improving positions of the 25ss of 1965, and the 
314s of 1985 will be solid enough to consider these securities well 
distributed. 

Demand for short-term Government issues continues to be 
sizable and it is evident that corporations are again building up 
their holdings in the most liquid Treasury obligations. The better 
tone in the Government market has also improved the demand for 
corporate and tax-exempt securities, especially the shorter- 
maturities of the latter. 

Active Money Ease Policy Continues 

In spite of reports to the contrary, the Federal Reserve Banks 
are continuing the policy of active ease in the money market. 
Purchases of Treasury bills by the Central Banks have tended to 
offset the money tightening forces, including the outflow of gold, 
so that the money market has been able to maintain its balance 
in face of the sharp shake-out which took place in the Government 
market about a fortnight ago. Excess reserves of the member 
banks are still being maintained at a high level and there are no 
indications yet that the $500 million or thereabouts of free reserves 
of the member banks of the system are going to be reduced very 
much, if any, in the immediate future. 


Speculative Shake-Out Helps Market 


The fast and severe reaction which took place in the Govern- 
ment market has had a favorable effect upon the technical position 
of many of the Treasury issues, since it has eliminated a large 
number of joy riders from these securities. The so-called free 
rides and speculative profits which have been taken in Govern- 
ment obligations since last November, when the easy money policy 
of the monetary authorities was started, appears to have ended. 
To be sure, some very sizable profits have been taken out of the 
Government market by traders, dealers and other professional 
operators, since the supposedly recession-stopping monetary policy 
was initiated by the powers that be. Yet, on the other hand, not a 
few of the Johnnys-come-lately have had their fingers burnt in 
the decline which took place recently. The fact that prices of 
Treasury obligations can go down as well as up is not considered 
to be an unfavorable development as far as the Government 
market is concerned. 


“Bills Only” Policy Remains in Eftect 

The amount of bonds that wil! have to find a permanent home 
before the Government market is again on solid footing is subject 
to considerable conjecture, although it is the opinion of some 
money market specialists that the 25ss due 1965 are being taken 
out of the market in an important way by investors. It has been 
reported that this bond was being bought by the Federal Reserve 
Banks, but published figures show that the “bills only” policy of 
the monetary authorities is not being deviated from. If there have 
been purchases of the 254s due 1965 and the 3's of 1985 by the 
Federal Reserve Banks, it was not for their own account, but most 
likely for the account of the various Government agencies. 


Treasury to Rely on Commercial Banks for Funds 

Even though the honeymoon appears to be over when it comes 
to making speculative profits in Government securities it does not 
seem as though there is going to be any abrupt change in the 
Government market in the foreseeable future. The Treasury has a 
large amount of new money to raise in order to take care of the 
deficit which is being born with the advent ot the new fiscal year. 
In addition, there are refunding operations which will also have 
to be provided for. Although the way in which these undertakings 
of the Treasury are carried out will have a marked influence on 
the future course of the Government market, it appears to be the 
judgment of most money market followers that the bulk of these 
securities will have to go to the commercial banks. This means 
that the Federal Reserve Banks will have to provide the reserves 
for the member banks so that they will be able to buy these 
obligations. 

The sale of large amounts of Government securities to the 
deposit institutions would seem to indicate that the maturities will 
not have too long to run. Bonds with a long maturity should be 
sold outside of the banking system. 


and General Manager of Publi 
Cab Co. until its merger 


Yellow Cab. 
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Vice-President and Sales Man- 


Formed in Denver 


DENVER, Colo. — Purvis and 
Company has been formed at 1717 
Stout Street. 

The new firm will do a general 
investment, brokerege and securi- 
ties business emphasizing western 


securities. With service available 
to both industrial and piivate 
investors, Purvis and Company 


will function in special situations, 
while speculative issues will be 
approached on a selective basis. 
The company has a direct wire 
connection to all major cities as 
well as leading brokers in Denver. 

Head of the firm is Virgil J. 
Purvis, formerly Vice-President 


ager of the new firm is Russell 


Slade, whose investment back- 
ground dates back,to 1925 when 
he was employed as a _ board 


marker for the original Denver 
Stock Exchange in the Albany 
Hotel. Since then Mr. Slade has 
headed his own investment se- 
curities house in Denver and has 
worked as Sales Manager for in- 
vestment firms in Texas and 
Oklahoma City. 

Vice-President and Manager of 
the Trading Department is John 
F. Tice, previously associated with 
Boettcher & Co.; Merrill Lynch, 
Pierce, Fenner and Smith and 
Carroll & Co. 
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Stromberg-Carlson head depicts projections for electronics 
industry indicative of a “pretty fantastic rate of growth,” and 
refers to the industry as this recession’s “White Hope.” 


In an address before the 7th 
annual California Group Confer- 
ence of the Investment Bankers 
Association of America, held at 
Santa. Bar- 
bara, Calif., 
July 1, 1958, 
Mr. Robert C. 
Tait stated: 

“I know of 
no major in-. 
dustry in this 
country that is 
growing .as 
fast as the 
electronics in- 
dustry. From 
annual sales of 
a half billion 
dollars prior 
to the war it 
has mush- 
roomed up to 15 times this size, 
with sales of $7.6 billion last year. 
Of that, approximately half, or 
$3.8 billion, was in military elec- 
tronics. It is estimated that this 
portion of the electronics business, 
that is the military, will double 
again to around $7.6 or $7.7 billion 
in the next five years, through 
1963; and that the other half, or 
nonmilitary electronics, will ex- 
pand by some 50% over the same 
period. 


Mr. Tait, who is President of 
Stromberg-Carlson Co., a division 
of General Dynamics Corp., stated 
that “this is a pretty fantastic rate 
of growth, and it is for this reason 
that I refer to the industry as per- 
haps the “White Hope” in this 
current slump. 


“Opinions seem to be fairly gen- 
eral now,” he added, “that al- 
though the recession is bottoming 
out it is not likely to spring back 
fast, and that we are in for a slow, 





Robert C. Tait 


gradual recovery that will consti- 
tute a period of slower than aver- 
age growth, some say for as much 
as five years. I doubt this myself. 
As a matter of fact, many of the 
same people who recently ex- 
pressed these opinions, not more 
than nine months ago—last Sep- 
tember—looked on the balance of 
"57 and the first half of 58 with 
considerable optimism. I think 
they were too optimistic then and 
too pessimistic now, that if you cut 
these extremes down the middle 
you may come nearer to being 
right. 

“The industry could, and I think 
will be the next great expan- 
sion industry in this country, big 
enough to lead the way into 
another boom, as other indus- 
tries have in former recessions or 
depressions.” 


Peter Brochu & Son 
On European Tour 


Peter Brochu, of Allen & Com- 
pany, New York City, and his son 
James, are leaving July 3 for an 
extended tour of Europe by air. 
While abroad, in addition to at- 
tending the Brussels Fair, they 
will visit Ireland, England, France, 
Italy and Spain. 


John R. Maher Opens 
Own Office 

John R. Maher has formed John 
R. Maher Associates with offices 
at 32 Broadway, New York City, 
to engage in a securities business. 
Mr. Maher was formerly with 
Amos Treat & Co. and Stamrowe 
Trading Company. 














NEW ISSUE 
MOTORS BUILDING 


ation. 





such States. 





This announcement is neither an offer to sell, nor a solicitation of an offer to 
buy any of these securities. The offering is made only by the Prospectus. 


$5,780,000 


Limited Partnership Interests 
in Ownership of Leasehold of 


General Motors Building 
New York City 


Price Per Unit: $5,000 
(Half-Units Available) 


' MOTORS BUILDING REALTY COMPANY is a limited 
partnership organized to purchase, subject to a leasehold mortgage 
to Equitable Life Assurance Society, the Leasehold of the land and 
of the 25-story General Motors Building which occupies the entire 
block between Broadway and Eighth Avenue, and West 57th and 
West 58th Streets, NewYork City. 
General Motors Corporation which now leases 849% of the building. 
Upon completion of the purchase, the property will be subleased to 
and will be operated by Glickman Corporation under a net sublease. 
A ruling has been obtained from the U, S. Treasury Department that 


the Partnership will be taxable as a partnership and not as an associ- 


Copies of the Prospectus may be obtained from the undersigned 
and other authorized dealers only in those states where they may 
legally. offer these securities in compliance with the securities laws of 


565 Fifth Avenue, New York 17, N. Y. 
See 16-page supplement Prospectus, in color, in the 

New York Times, Sunday, 6-29-58 
copies on request, 
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OX 7-8300: 











20 (20) 


Democracy Faces 
The Critical Test 


By MALCOLM P. McNAIR* 


Lincoln Filene Professor of Retailing 
Harvard Graduate School of Busitiess Administration 


Decrying the apathy with which American people are said to 
he reacting to Soviet drive “for ultimate triumph in military, 
scientific and economic achievement,” Professor McNair pro 
poses we adopt drastic measures of self-discipline to meet this 
growing challenge to our way of life. After painting a dark 
picture which includes economie and non-economic problems 
we are found nof to be handling well, the composition of the 
Soviet flireat and what an adequate defense would entail, the 
wéll known retailing expert prescribes we change our scale of 
values so that we voluntarily fight for our freedom by: 
spending more on defense, increasing our taxes, working 
harder, curtailing special privileges, raising educational stand- 
ards, and channeling our brains into more needful activities. 


Since the middle of 1957, two 
events have shaken the compla- 
cency of our current American 
way of life. The Sputniks, as a 
symbol! and 
portent of the 
age of push- 
button annihi- 
lation, have 
gone part way 
toward de- 
stroying the 
notion that 
our free en- 
terprise sys- 
tem will auto- 
matically 
provide su- 
periority in 
scientific 
achievement 
over the regi- 
mented efforts of the Soviet dic- 
tatorship. And now the sharp 
decline in business and the swift 
rise of unemployment have raised 
doubts as to whether the business 
cycle really has been tamed, as 
to how far our economy really 
is depression-proof. 

How can democracy meet the 
crisis of our times? 

There is one quotation that will 
serve as a signboard. These are 
the words spoken by a great 
Anterican who was born 100 years 
ago this year: 

“Americanism,” wrote Theodore 
Roosevelt, “means the virtues of 
courage, honor, justice, truth, sin- 
cerity and hardihood—the virtues 
that made America. The things 
that will destroy America are 
prosperity-at-any-price, peace-at- 
any-price, safety-first instead of 
duty-first, the love of soft living 
and the get-rich-quick theory of 
life.” 

The sudden appearance of the 
first Sputnik last October unde- 
niably scared us, but in my opin- 
ion it did not scare us half 
enéugh. We need a far greater 
sense of urgency than exists to- 
day. It is rather ironical that we 
Paiicked about Sputnik I when 
up to that time we had virtually 
ignored the menace of Russia’s 
great supremacy in submarines 
and growing power in long-range 
bombers. Too many people have 
not yet accepted the basic reality 
of the Soviet drive for world 
dominion. We have been lulling 
ourselves to sleep with the illu- 
sion that time is on our side, but 
tinfe is not on our side and is 
rutming out at a frightening rate. 


Three-Way Threat 

There are three phases of the 
Soviet threat which virtually con- 
cern all of us. 

The first phase is the very real 
danger of attack within the next 
twe or three years. In comment- 
ing on this crisis, J. Sterling Liv- 
ingston has pointed out: 

“Some military experts... be- 
lieve that the Russians already 
possess the capability to destroy 
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) example, 


dlose to 100% of our strategic 
forces through a Surprise com- 
bination attack by submarine- 
launched ‘missiles, long-range air- 
éraft, and nuclear sabotage. For 
Dr. Ellis A. Johnson, 
Head of Johns Hopkins Univer- 


» sity’s Operations Analysis Office 


—which has been conducting 
tactical and strategic studies for 
the Army for ten years—believes 
that a Russian attack would be 
more than adequafe right now to 
destroy our ability to retaliate 
effectively. Some military men 
in the North Americag Air De- 
fense Command are reported to 
share this opinion concerning the 
vulnerability of our strategic 
forces. 


“Atlen Dulles, Director of Cen- 
tral Intelligence Agency, testifled 
before the Senate Preparedness 
Subcommittee that almost all 
American air bases in Europe and 
Africa are now within range of 
Soviet operational and on-site 
ballistic missiles. Accordingly, the 
‘alert’ time available to get 
bombers in the air from these 
bases has been reduced to a 
couple of minutes. By late 
1959 the Soviets could deploy 
enough intercontinental ballistic 
missiles to neutralize the Strategic 
Air Command’s continental U. S. 
bases. . . 


“We do not now have an ade- 
quate means either of detecting 
or intercepting [the Soviet ICBM | 
missiles, and a workable missile 
defense system is not expected to 
exist before 1962 at the earliest. 
. - » Our vulnerability to attack 
during the 1959-62 period is ap- 
parent.” 1 

The second phase is the threat 
over the next six to ten years of 
the steady march of Russian ag- 
grandizement — piecemeal agres- 
sion, infiltration, missile black- 
mail—designed to accomplish the 
complete isolation of our nation 
and its eventual surrender. 

Then, even if we can success- 
fully counter these first two 
phases of the Sovict threat, there 
is the long drawn-out phase of 
continuing cold war, which will 
increasingly become a race. for 
economic and scientifie suprem- 
acy. For the future of freedom 
it may be just as dangerous for 
us to lose this race as for us to 
be beaten in either of the earlier 
phases. If we do not begin to 
change our attitudes on the un- 
derlying problems of national 
safety and survival in the next 
two years, or even sooner, we are 
not going to have much chance 
even through we forestall attack 
in the meantime. 


A Realistic Look at Our Problem 


Let us look realistically at our 
opponents and for the moment 
ignore certain aspects which in- 
evitably color our thinking about 
the USSR-the intrigue, knifing, 
and purges at the top; the cold 
brutality of control of conquered 


1 From a speech given before the Ninth 
Annual Midwest Regional Cenference of 
the Harvard Business School Alumni 
Club, Detroit, March 29, 1958. 


peoples so well demonstrated. in 
Hungary; the nonsense of dialeti- 
cal materialism; the uttlerly un- 
scrupulous and Machiavellian for- 
eign policy. Ignoring these things, 
what do we see? 

Certainly the Russians are out- 
stripping us in several branches 
of science, particularly in the de- 
velopment of rocket fuels and the 
guidance of missiles and satellites. 
They have confounded our ex- 
perts with their timetable of 
weapons development, and now 
they are beginning’ to make pro- 
nounced economic strides, push- 
ing their average rate of indus- 
trial growth at a pace distinetly 
faster than ours. 

Let’s not kid ourselves that the 
Russians are doing all this with 
mirrors, with clumsy imitations 
of Western products, with cap- 
tured German scientists, and with 
propaganda stories in Pravda. We 
had better wake up to the fact 
that behind all the things that 
we rightly detest there are a lot 
of people working hard and in- 
telligently. There are hard work, 
long hours, dedication to achieve- 
ment of objectives, a tremendous 
desire on the part of individuals 
to excel. There is a will to suc- 
ceed; there are rigorous standards 
of performance. There is concern 
with getting jobs done rather 
than with such things as inter- 
service rivalries and preoccupa- 
tion with human relations. And 
inevitably there must have been 
the development of an adminis- 
trative and educational “elite,” 
leaders who have risen by merit. 
This is a people who have made 
education a weapon. 


In spite of the excitement about 
the Sputniks, we have not yet 
really waked up from our: com- 
fortable dream. We are still loath 
to surrender the notion that the 
millions of centers of initiative 
in a free country will automatic- 
ally provide superiority in. all 
lines of endeavor over a con- 
trolled dictatorship. On a broad 
cultural front this concept might 
be true, but it is not automaticaly 
true as against planned and con- 
centrated effort channeled. down 
particular lines. And when: those 
particular lines of endeavor 
threaten our national existence, 
it is immeasurably stupid» to sit 
back in complacent contemplation 
of the alleged superiority of the 
American way of life for produc- 
ing a high standard of living and 
a well-rounded cultural develop- 
ment, 


Furthermore, the notions that 
sooner or later the Soviet dicta- 
torship will fall apart of its own 
weight and inefficiency and that 
it will be unable to provide iis 
people with an acceptable stand- 
ard of living must also be aban- 
doned. Russian achievement will 
not wane; on the contrary, it will 
grow. 


Need for Adequate Defense 
Expenditure 
How can we successfully counter 
this Soviet drive for superiority 
and ultimate triumph in military, 
scientific, and economic achieve- 
ment? 


We ought to recognize that we 
eannot do it merely by spending 
dollars; and yet, patadoxicaly, inh 
the years ust ahead we undoubt- 
edly must spend many more dol- 
lars for defense purposes than we 
are now doing. As I see it, our 
defense expenditures must be ade- 
quate for five purposes: 

(t) Today’s weapons must pro- 
vide a deterrent to immediate at- 
tack. Right now that means more 
bombers, more crews, and more 
bases. 


(2) Tomorrow’s weapons must 
be far enough along to provide 
assurance that we shall have a 
deterrent tomorrow. 


(3) Basie research must be ade- 
quate to ensure that the day after 
tomorrow’s deterrent also will be 
effective. 


_(4) In the meantime certain 
civilian defense measures to en- 
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sure survival are important, 
especialy psychologically. 

(5) We must be prépared (which 
we are not today) both physically 
and. psychologically to fight small- 
er wars, wars of containment. 
with conventional weapons. 

This fifth purpose is especially 
important. I. believe we have 
completely failed to realize how a 
continued stalemate in nuclear 
weapons (which we are anxiously 
trying to achieve) frees Russia 
for a program of world conquest 
by piecemeal aggression, infiltra- 
tion, and so on. This is a threat 
that must be countered unless the 
West is. going to continue to re- 
treat into surrender. Our dilemmu 
is this: we have steadily claimed 
that we will not start a nuelear 
war, but at present we have nv 
other means of eountering piece- 
meal aggression. 

Undoubtedly we should be 
spending much more money for 
all these defense purposes, prob- 
ably on the order of at least 50°: 
to 75°% more. Not only must we 
spend more, but we undoubtedly 
cau spend more if we will face up 
to the true urgency of the situa- 
tion. For one thing, we can divert 
several billions of spending from 
such wasteful nonessentials as the 
farm subsidy program. Further- 
more, we could take 5% out of 
present consumer spending for 
goods and services by increascd 
taxes on individuals, and with 
that $14 billion we could increase 
defense spending by more than 
one-third. During this present 
period, when business expendi- 
tures for plant and equipment are 
falling off by some 13% from the 
high level reached in 1957, the 
economy could afford to divert 
some of that slack to defense 
spending. 

Such shifts in consumer and 
business spending, of course, 
would have to be considered tem- 
porary. For the longer run the 
more significant answer is that 
we can increase our total output, 
our Gross National Product, suf- 
ficiently not only to cover sub- 
stantially higher defense expendi- 
tures but probably at the same 
time to maintain the current rate 
of consumption. This can be done 
by.a moderate increase in hours 
worked; by a moderate increase 
in the size of the work force, per- 
haps drawing in more older peo- 
ple and more women; and par- 
ticularly by increasing efficiency 
through inducing labor to forego 
featherbedding. practices. 

By these means, I am convinced 
that we could double our national 
defense expenditures without 
hurting ourselves economically 
and without. unbalancing the 
budget, except perhaps in short- 
run periods. It all depends on 
our system of values. How much 
is national survival worth to us?” 
Harder work? Restraint in wage 
demands? Perhaps even some of 
the kinds of controls we previ- 
ously experienced in wartime? It 
will not be easy te make such 
sacrifices, but it will be far easier 
thah coming out second in the 
race, 


Gevernment Should Do What 
Private Enterprise Cannot 


In emphasizing the need for 
greater defense expenditures I do 
not want to associate myself with 
those who view increased gov- 
ernment spending (in proportion 
to the total Gross National Prod- 
uct) with equanimity. I fully 
recognize legitimate reasons for 
increased government spending 
on national defense and necessary 
services whieh only government 
can provide—highways, airways, 
traffic control, and so on. But I 
still stick to the old concept that 
government should do only what 
is needful and what private en- 
terprise cannot do, or what pri- 
vate enterprise cannot do as well 
as government can do. 

The reasons, to my mind, are 
very simple: 

(1) Laek of the pressure to 
make profits makes government 
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more inefficient than private en- 
terprise. 

(2) As a corollary, Parkinson's 
Law applies more obviously to 
government activity than to pri- 
vate enterprise. 

(3) Pork-barreling and boon- 
doggling activities are impossible 
to eliminate. (For example, on 
the list of free government pub- 
lications are such titles as: “Orna- 
mental Woody Vines for the 
Southern Great Plains”: “Chig- 
gers, How to Fight Them”; “Cook- 
ing with Dried Egg”; and “Apples 
in Appealing Ways.”’) 

(4) Government is definitely 
less honest than business. Con- 
sider what government did to a 
lot of defense contractors and 
subcontractors in the economy 
drive of 1957 (a procedure, inci- 
dentally, which was clearly one 
of the precipitating factors im the 
present business recession). 

Obviously, our democracy ean 
meet the Soviet drive for superi- 
ority only if all 170 million of us 
as individuals are willing to work 
at it, only if we are prepared to 
change some of our attitudes, to 
alter some of our present values, 
to take a point of view a little 
longer than today or tomorrow, to 
forego the fast buck now and then, 
and to recognize that freedom can 
be retained only if we are quite 
literally willing to fight for it. 
Thus, increased defense spending 
is only the surface aspect. The 
real question is whether we, as 
individual Americans, have what 
it takes. Have we got the guts 
to come through? 


Problems We Are Not Handling 
Well 

There are many problems which 
our democracy today is not han- 
dling well. For example: 

(1) Our democracy’s greatest 
failure today is in education. Here 
the indictment is becoming quite 
There is an intellectual 
Gresham's Law in operation in our 
schools. Free high school elec- 
tives; courses in s6cial aptitudes 
and life adjustment, cooking, love 
and marriage, first aid, automo- 
bile driving, and so on; little or 
no homework; no competitive 
pressures; automatic promotion; 
grading on progress rather than 
standards: and all the rest of the 
claptrap of alleged modern pro- 
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largely driven out courses calling 
for serious intellectual endeavor. 

We have forgotten that the 
proper task of education is train- 
ing the mind. According to Sloan 
Wilson, only 12% of high school 
students are taking any mathe- 
maties more advanced than alge- 
bra, only 25° are studying phys- 
ics, and fewer than 15% are 
studying a foreign language. There 
are 10 million Russians. studying 
English, but only 8,000 Americans 
studying Russian.” 

Partly as a consequence ofall this 
insidious nurture of intellectual 
flabbiness, our current younger 
generation has no strong motiva- 
tion te excel. In place of the geal 
of doing a good job we seem to 
have substituted the goal of be- 
ing a good guy. Thus we in this 
country are no longer producing 
in sufficient numbers the neces- 
sary “elite” groups for leader- 
ship. In the ‘words of William 
Mentor Graham, the man who was 
primarily responsible for the edu- 
cation of Abraham Lincoln, “Lazy 
minds make a dying nation.” 

(2) Another problem, closely 
related to education, which we 
are obviously handling badly to- 
day is juvenile delinquency. 

(3) The problem of desegrega- 
tion is another of our failures. 

(4) We are bungling the task 
of agricultural readjustment. The 
enormous waste of taxpayers’ 
money in price supports increases 
rather than reduces agricultural 
surpluses, adds to the inflated cost 
of living, bids fair to destroy the 
werld market for our products, 

2*It’s Time to Close Our Carnival,” 
Life, March 24, 1958, p. 36. 








and in the case of cotton, for in- 
stance, is gradually throttling an 
entire industry of great impor- 
tance to our national economy. 
(5) Increasingly evident is our 
failure to deal effectively with 
the problem of labor monopolies. 
In the public interest the mo- 
nopoly power of labor must be 
eurbed, just as the monopoly 
power of business enterprise has 
been curbed. Here again we are 
making no progress. The un- 
ehecked pressure of organized la- 
bor for wage advances is an im- 
portant ingredient of our present 
economic weakness. Unless suit- 
able restraints are developed —- 
and there is no sign of these on 
the horizon—we shall find it in- 
ereasingly difficult to preserve 
any semblance of economic equi- 
librium. The wage advances seem- 
ingly on the cards for 1958 are 
particularly disquieting. 
- (6) Closely related is the highly 
disturbing problem of inflation. 
The latest report of the United 
States Bureau of Labor Statistics 
shows another advanee in the cost 
of living index; the I7th one in 
319 months, bringing the cost of 
living some 23% higher than it 
was only 10 years ago, in 1948, 
This rise in the cost of living, 
coming when business output and 
employment are declining, sug- 


gests a serious dis-equilibrium 
which we have so far failed to 
deal with. 


(7) Obviously this dis-equilib- 
rium is part of the gereral busi- 
ness cycle problem, and here I 
apprehend that we shall shortly 
have to admit failure to deal ef- 
fectively with the problem of re- 
eurring booms and depressions. 
During the latter part of the post- 
war period the demise of the 
business cycle was announced 
with increasing frequency. It now 
begins to appear that such reports 
were, to say the least, premature. 
There is substantial evidence that 
the current business downturn is 
going well beyond the recessions 
of either 1948-1949 or 1953-1954. 

It is increasingly difficult to 
characterize this as a roliing re- 
adjustment. This time there are 
many of the classic signs of the 
old business cycle—overexpansion 
Of capital goods, high debt levels, 
a severe cost squeeze on profits, 
high prices of finished goods in 
contrast to pronounced weakness 
in the world price of raw ma- 
terials, with serious repercussions 
on world trade and exchange—all 
accompanied by a distinct wan- 
ing of boom psychology and a 
growth of business pessimism. 
What this all adds up to is essen- 
tially the consequence of too much 
boom, of trying to do too many 
things too fast, of trying to bor- 
row too much from the future. 

In spite of all our undeniable 
improvements in the business and 
financial structure since the 1930's, 
we apparently have not yet 
Yearned how to keep business 
booms from getting out of hand, 
nor have we learned how to time 
control measures. 

And, on the other side of the 
coin, in seeking to check the 
downturn there is a current dis- 
position to apply political reme- 
dies which may well prolong the 
depression (as happened in the 
1930’s, when the United States 
was slower than any other nation 
in recovering from the world de- 
pression) and at the same time 
set the stage for a later massive 
inflation. 

_ The vulnerability of capitalism 
to periodic deperssion is. of course, 
a major tenet of the Marxist phi- 
losophy, and I am sure that the 
ruling circles in Moscow will 
make the most of the current 
business downturn in the United 
States. To take the most pes- 
Ssimistic view, our preoccupation 
with economic problems on the 


domestic front could give Russia 
a good opportunity to strike. 

But more probable, in my opin- 
ion, 
of 


would be Soviet utilization 
our economic difficulties to 


bore from within, fomenting dis- 
sention among our NATO allies, 
indulging in piecemeal aggression 
in various parts of the globe, en- 
deavoring to pressure us_ into 
withdrawing from overseas bases, 
and so on. Our dilemma today is 
that for the short run we cannot 
afford to have an economic de- 
pression in the United States, and 
for the long run we cannot alf- 
ford to patch up our economy 
with political shin plasters. 

(8) To add one more to our 
list of failures, the world trade 
problem is certainly not ap- 
proaching solution. This is be- 
coming an increasingly critical 
matter, affecting relations with 
the European economic commun- 
ity; relations with our NATO al- 
lies, and, imdeed, our ability to 
retain our foreign bases. 

I have cited these instances of 
the failure of our democracy to 
deal effectively with critical 
preblems not from any utopian 
desire Tor perfection in the man- 
agement of human affairs but to 
emphasize how seriously we are 
jeopardizing the future of our free 
institutions. We are fighting a 
determined, ruthless society which 
has a completely different set of 
values from those of Western 
civilizatian. Many philosophers, 
political theorists, and students of 
government from the early Greeks 
down to the present have ex- 
pressed doubts as to the ultimate 
outcome of democracy. Are we on 
our way to confirmmg these 
doubts? These are the critical 
years that will decide. 


Ilow Will Issue Be Resolved? 

How will this issue be decided? 
Quite frankly, the testimony of 
history is against us. It is an old 
story, often enacted on the stage 
of history. While the nice solt 
little boys, well-mannered, all 
dressed up in their Sunday best, 
and scrupulously considerate, are 
engaged in refining the niceties 
and improving the rules of gentle- 
manly conduct, the tough hard 
boys climb over the fence and 
take away the marbles, 

Pre-Sputnik America, fat, dumb, 
and happy, was the greatest sit- 
ting duck in history. With our 
end objectives of prosperity, a 
high standard of living, economic 
security, short hours, expanded 
leisure, agreeable life adjustment, 
and so on, we were not and ar‘ 
not keeping pace with our ene- 
mies’ dedicated drive for su- 
periority in knowledge, superior- 
ity in achievement, and superior- 
ity in power. 

Are we as yet. sufficiently 
scared? I do not think so. Even 
if attack does not eventuate in the 
near future, the present signs all 
point to a continuous retreat of 
the Western world from “summit” 
to “summit” and from “Munich” 
to “Munich” until we find our- 
sclves in the pit. At Yalta, Stalin 
is reported to have said some- 
thing like this to Franklin D. 
Roosevelt: “Your people fear war. 
My people fear war. But our 
great strength and your great 
weakness is that we do not fear 
war as much as you do.” 

I don’t think it requires any 
great stretch of the imagination 
to visualize a sequence something 
like this: 

A “summit” conference, with 
the immediate objective of secur- 
ing recognition of Russia’s inter- 
est” in the Middle East, and for 
the underlying purposes of con- 


fusing and weakening public 
opinion in the West and at the 


same time convincing the Russian 
people that the Kremlin is peace- 
loving while the West is bent on 
war, 

Further thinly disguised inter- 
vention in the Middle East in- 
volving the overthrow of govern- 
ments still friendly to the West, 


the break-up of the Saghdad 
Pact, and the support of the 
Egyptian-Syrian quarrel with 
Israel. 


Establishment of virtual Russian 
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control of the Middle East. with 
power to close both the Suez 
Canal and the Red Sea and to 
shut off the flow of oil to Medi- 
terrean ports. 


Exploitation of this control of 
the Miadle East by thinly disguised 
intervention in North Africa, ac- 
companied by “oil blackmail” 
ee aga against Europe and Eng- 
and. 


Rapid growth of the “peace-at- 
any -price’ movement in Great 
Britain and France. 


Overwhelming defeat of the 
Conservative Party in Great Brit- 
ain and rise to power of the 
Bevan™ wing of the Socialist 
Party. 

Dissolution of the NATO alli- 
ance, 


Abandonment by the French 
of their North African empire, 
and the rise to power in those 
regions of pro-Soviet govern- 
ments, 

Evacuation by the United States 
of its overseas bases in Africa, 
Europe, and Britain, under pres- 
sure from the governments con- 
cerned, 

A sharp step-up of Seviet de- 
mands on the United States. 

The rapid growth of a “peace- 
at-any-price” movement in the 
United States and the winning of 
an election by whichever party 
bids for the support of that group. 

No doubt along the line there 
will be other steps in this se- 
quence, such as the resumption 
of aggression in Korea, Formosa, 
or elsewhere in the Far East, at 
times caleulated to yield the great- 
set strategic advantage on the 
world chessboard. The beginning 
can well be right now, this sum- 
mer, and the consummation can 
oceur within as near a period as 


six to ten years. As the climax 
nears, the tempo will be accel- 
erated. 


Conelusion 

I have deliberately painted a 
dark picture. What is the alterna- 
tive? Must we become a regi- 
mented. garrison state? To take 
that course is an admission that 
the USSR has already won the in- 
tellectual victory; and so we in- 
stinctively reject that answer. But 
we are at a critical turning point, 
As individuals we shall have to 
change our scale of values so that 


we do, voluntarily and with a 
sense of mission, some of the 
things that regimentation might 


require, such things as spending 
more on defense, taxing ourselves 
more, working harder, sacrificing 
something from our standard of 
living, discipling ourselves more, 
curtailing special and costly ben- 
efits to privileged economic 
groups, developing rigorous stand- 
ards and competitive excellence in 
edueation, and channeling our 
best brains into needful activities 
for national survival. 

Can we do these things? Per- 
sonally, I believe there are some 
hopeful signs. It looks as if the 
tide has started to turn in educa- 
tion; and it may not be too much 
to hope that a changed sense of 
values will emerge from the pres- 
ent recession, marking the end of 
the postwar boom era and a setting 
of sights on new objectives for the 
years ahead. But the task will be 
anything but easy, and the need 
for leaders of the moral stature 
and evangelistic fervor of Theo- 
dore Roosevelt’s overwhelmingly 
great. 


Cosby & Co. Formed 


CLEARWATER, Fla.—Cosby & 
Co. has been formed with offices 
at 1985 Drew Street to engage in 
a securities business. Officers are 
Pryor E. Cosby, President; Fur- 
man J. Baker, Jr., Vice-President, 
and M. S. Cosby, Secretary- 
Treasurer. Mr. Cosby was for- 
merly with Beil & Hough, Inc, 

Wallace E. Maclaskey has also 
joined the firm’s staff. He was 
previously with Beil & Hough, 
Ine. 
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Bank and Insurance Stocks| 





By ARTHUR B. WALLACE = 
This Week — Insurance Stocks 


There has been some excessive 
optimism about concerning the 
market outlook and earnings of 
the fire-casualty insurance stocks; 
hopefulness that this department 
doesn’t share. This is not to say 
that imdividual stocks may not 
show some improvement, both 
price-wise and in underwriting 
results. But we are of the opinion 
that, while investment income 
may be slightly better for 1958 
than it was last year, underwrit- 
ing results are not. likely to be 
enough better than to compensate 
for the rise that the fire and 
casualty stocks had from their 
lows of around last November. 


There have been numerous cor- 
poration dividend reductions since 
the present business recession de- 
veloped; and this fact will tend 
to dampen any uptrend in invest- 
ment income, Probably it is not 
far from the mark to say that 
whatever betterment in earnings 
these insurance stocks register for 
1958 will have been largely the 
result of what investment ineome 
increases are registered. Tradi- 
tionally insurance stock markets 
tend more to follow underwriting 
results than they do either in- 
vestment income trends or port- 
folio gains or iosses. 

Many commentators who are 
depending upon rate increases to 
justify higher market prices for 
the industry appear to be some- 
what premature. In the first place, 
not all States are allowing rate 
changes by any means. In New 
York State the former superin- 
tendent turned down a request 
for a sizable increase, and the 
case is now getting into the courts 
for a decision. When we look 
back at the painfully slow prog- 
ress that rate cases make, either 
in the departments themselves or 
in the courts, it seems improbable 
that this one will be rushed 
through. Besides, delays in such 
cases are weleomed by the de- 
partment, as during them the 
old, low rates continue in effect. 
Another point in this particular 
case is that New York State sup- 
plies more premium volume than 
any other State, and hence it is 
looked upon somewhat as a leader. 


And, what if rate increases are 
granted? In the case of fire and 
extended coverage policies they 
are written for three to five years, 
and, of course, the outstanding 
contracts on the carriers’ books 
do not have to pay the higher 
rates until their old policies run 
off and are renewed. In most 
casualty lines the contracts run 
for only one year; but even so, 
there is. the lag between the 
granting of rates and the full 
benefit of them by the insurance 
company. 


Fire losses continue heavy. For 
several months they abated some- 
what, but the latest month shows 
them again on the advance. And 
the automobile lines continue in 
most lines to give troubie; jury 
verdicts are excessive, repair costs 
increase, and where insurance 
companies are involved they are 


often “taken.” Package poiicies, 
while introduced as a smart sell- 
ing idea, are nevertheless some- 
what costly for the companies as 
some of the lines of coverage are 
thrown in to sell the policy and 
to place the other lines; but the 
gratis coverages can lead to costly 
claims. 

Probably what the hard-shell 
State supervisory authorities look 
at as an excuse to turn down rate 
changes is the course of the ratio 
of underwriting results to earned 
premiums. Since 1930 there have 
been only seven years showing 
loss ratios; 20 years in which there 
were profits. Nineteen forty-six 
showed the biggest Ioss ratio at 
5.784, while four plus years 
either equalled or exceeded that 
figure. The theory is that the 
investment end of the business 
gives the shareholder his divi- 
dends; the underwriting gives the 
company its growth. So it is not 
at all unreasonable to expect few 
loss-ratio years; otherwise the 
eompany will not attain the 
growth that protects the policy- 
holder. But do the supervisory 
overseers accept that? 

The insurance companies will 
emerge from this slough in which 
they find their underwriting, but 
not abruptly; it will take some 
time. Let it not be overlooked 
that, according to the Alfred M. 
Best Co. data, on the basis of the 
ratio of underwriting losses or 
profits to earned premiums, there 
were seven profitable years, ended 
with 1955. Nineteen forty-seven 
and 1946 showed losses; and then 
came a string of 13 fat years—not 
a bad performance. 


M. T. Ijams Pariner 
In W. C. Langley 


Maitland T. Ijams has been ad- 
mitted to general partnership im 





Z 
Maitland Ijams 


W. C. Langley & Co., 115 Broad- 
way, New York City, members 
the New York Stock Exchange. 
Mr. Ijams is a former President 
of the Investment Association. of 
New York. 


Joins Walston & Co. 
(Special to Tue FInanciat CHRONICLE) 
LOS ANGELES, Calif. — Paul 
H. Desbrow is now affiliated with 
Walston & Co., Inc., 550 South 
Spring Street. He was formerly 
with Lester, Ryons & Co. and 
Morgan & Co. 
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The Role of Banking in 
The Great American Dream 


By DR. EARL L. BUTZ* 


Dean of Agriculture, Purdue University, Lafayette, Ind. 
Former Assistant Secretary of Agriculture 


Former agriculture official, recapitulating the phenomenal 
pace of agricultural productivity, points out we are on the 
threshold of our most challenging and prosperous decade 
providing: (1) our economy successfully keeps itself free of 
excestive governmental restrictions and regulation, and (2) 
we direct our energies toward channeling rather than resisting 
inevitable change in this scientific technological age wherein 
the geographic frontier has been replaced by a scientific fron- 
tier barely scratched. Dean Butz opines it is preferable to 
cope with the problems of plenty rather than the struggle of 
not enough and, in depicting the growing area for service and 
expansion ahead for banking, sees banking institutions playing 
the central role during the next decade in this unfolding drama 
called The American Dream. 


The American economic and 
political system has brought living 
standards for all our people un- 
paralleled in any other country on 
face ofthe 
earth. One 
need only go 
abroad for a 
short time to 
any part of 
the globe to 
see convincing 
proof that this 
is true. 

With only 
7% of the 
world’s popu- 
lation, we 
have about 
half ofthe 
world’s auto- 
mobiles; half 
of the worla’s electric power pro- 
duction; over half of the world’s 
telephones, two-fifths of the 
world’s steel production capacity; 
a proportion of our young people 
in high schools and colleges that 
far outstrips any other nation; 
over 95% of our farms electrified; 
radios, TVs, refrigerators, deep 
freezes commonplace in nearly all 
of our homes; new home construc- 
tion passing the 1i-million mark 
again this year; every community 
busy with construction of new 
schools, new churches, and new 
business ‘buildings; and a food 
production and processing indus- 
try so efficient that our growing 
population is one of the best fed 
on the earth, and yet we have 
sufficient food surpluses for sub- 
stantial distribution overseas. 

Truly this is convincing evi- 
dence that “The Great American 
Dream” of yesterday is constantly 
translated into better living today. 


The economic growth of our 
nation over the past couple of 
decades has been truly phenom- 
enal. Our economy has doubled in 
size in less than 20 years. Reliable 
predictions are that it will double 
again in the next 20 years. Real 
income per person in America has 
increased by about 50% in the 
last 20 years. Indications are that 
this likewise will increase about 
50% in the next 20 years. This is 
a phenomenal! rate of increase in 

economic well-being of our 
nation. 


If you think for a moment that 
our people aren’t 50% better off, 
on the average, than they were 
20 years ago, just drive 100 miles 
down any road in your home state 
and look at the new homes, new 
factories, new schools, new high- 
way, families with two automo- 
biles, TV antennas from the roof, 
larger shares of youngsters in 
college, new churches going up 
all over the place, vast amounts of 
money spent for vacations and 
recreation, and a score of other 
evidences of economic well-being. 

Yet today we are experiencing 
a mild recession. This is but a 
‘temporary interruption in our 

*An address by Dr. Butz at the Grad- 

School ef Banking, matpore- The 
Beate University, New Brunswick, N. J. 
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long-time upward growth curve. 
Its magnitude is not great, in spite 
of the woeful wails put up by 
some politicians and calamity 
howlers. 

Nineteen hundred fifty-seven 
was the biggest economic year in 
the history of America, with a 
gross national product of $434 
billion. The level of economic ac- 
tivity in 1958 may slightly below 
that figure but 1958 will still be 
the second biggest economic year 
in the history of America; and in 
my book, the second biggest 
economic year in our history is 
not bad! Indeed, it’s pretty good. 
In any event, it’s no time to do 
foolish economic things in the 
short run that may tend to stifle 
our continued economic growth in 
the long-run. 


A Great Future Lies Ahead 


When the current recession is 
reversed sometime in the last half 
of 1958, our economy will again 
resume its upward trend, with a 
real opportunity ahead for any- 
body who has imagination enough 
to participate in the Great Ameri- 
can Dream. 

America is on the threshold of 
its most challenging and most 
prosperous decade. 

This is the age of science and 
technology based on research. The 
frontiers of the mind have re- 
placed the frontiers of geography. 
A thrilling experience awaits 
every citizen in this great land 
who has the capacity and the 
imagination to “dream construc- 
tively.” 

The scientific and technological 
advances we will experience in 
the next decade will be unparal- 
leled in American agriculture and 
industry. 

The geographic frontier in 
America is gone. No longer can a 
young man “Go West” and stake 
out his claim. But the scientific 
frontier in America is barely 
scratched, and the scientific fron- 
tier has no effective limit. It is 
limited only by the mind and the 
imagination of man. Its horizons 
are vertical, not horizontal. 


Organized and imaginative re- 
search is the vehicle which will 
push the scientific frontier beyond 
limits we scarcely dare dream of 
today. It follows logically, there- 
fore, that if we can keep our 
economy free and preserve an 
environment in which individual 
producers and scientists are free 
to dream a little about new tech- 
niques and new ideas, and to en- 
joy the fruits of their dreams, we 
shall experience phenomenal prog- 
ress in the next generation. 


This is a thrilling time to be 
permitted to live in this great land 
we call America. Yours is a won- 
derful opportunity to occupy a 
front-row seat for the scientific 
advances occurring in our colleges 
and universities, in our research 
foundations and laboratories, and 
in Our business and financial 
institutions. 


Consider with me for a moment 
our total agricultural plant in this 


country, which affords an excel- 
lent illustration of an industry in 
the very middle of a far-reaching 
scientific and technological revo- 
lution. 

Changes which have occurred 
in production and marketing dur- 
ing the past 10 years have been 
phenominal. Still greater changes 
lie ahead. 

American agriculture is now 
feeding our growing population on 
science and technology. Today the 
average farm worker in the United 
States produces enough food and 
fiber for himself and 20 others. A 
generation ago, in 1930, he pro- 
duced enough for himself and only 
nine others. A century previously, 
in 1830, one farm worker pro- 
duced enough for himself and 
three others. 

Technological changes have re- 
sulted in startling increases in out- 
put per acre, per animal, and in 
total farm output. The physical 
volume of output of U. S. farm 
products in 1957 was about 50% 
above a quarter of a century ago. 
The larger output was produced 
with about a third fewer farm 
workers. This means that the out- 
put per worker in American agri- 
culture has more than doubled in 
the last quarter century. This is 
a record of increased efficiency 
that can be matched in very few 
places in the American economy. 
This has resulted in a higher level 
of living for farm families, and 
cheaper food for urban families. 

Indeed, the productivity of the 
American farm worker is so high 
that our problem in America is to 
learn how to live with plenty, 
rather than to struggle along with 
abortive attempts to restrict farm 
output the way we’ve been doing. 

It is not necessary to travel very 
far among the world’s food deficit 
nations to realize what a blessing 
we have in our American food 
surpluses. If one must choose be- 
tween the problem of too much 
food and the problem of not 
enough food, Vll always choose 
the problem of too much. It’s a 
blessed problem, 

Our modern scientific agricul- 
ture based on research and tech- 
nology, is so efficient that we now 
feed and clothe our entire popu- 
lation with only 12% of our people 
on farms. The first claim of any 
society upon its total production 
resources is to get enough food to 
keep the population alive. This is 
true in primitive societies, and in 
highly developed societies. We do 
this so efficiently in this country 
that almost 9/10 of our population 
is available to produce the wide 
variety of goods and services that 
make up the American standard 
of living. On top of this, in the 
last generation we’ve fought one 
major war, did another minor war 
in Korea, and have tooled up for 
a third war which we hope won’t 
occur. While we’ve been doing all 
of this, our real standard of living 
per person has increased some 
50%. 

By way of contrast, the Russian 
agriculture is so inefficient that 
some 40% of their workers are 
required to produce enough food 
to keep the population going at 
a subsistence level. As a conse- 
quence, there just isn’t enough 
manpower (or womanpower) left 
to produce things to make life 
very pleasant in that country. So 
long as our output per worker re- 
mains three times above theirs, 
there can be little doubt concern- 
ing the ultimate outcome of the 
struggle between our two systems. 

It would be possible to fill these 
pages with specific illustrations, 
from dozens of vocational areas in 
this country, of research that has 
returned its cost a hundredfold. 
But our interest is in the future. 
Let’s dream a little about that. 


Am I Changing With the Times? 


The most constant thing about 
our society is change. Ours is a 
dynamic economy. This is espe- 
cially true of the kind of pro- 
grams and institutions with which 
you and I deal. It must also be 
true of our trade association pro- 
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grams, our college research pro- 
grams; and it ought to be true of 
our governmental programs in- 
volving agriculture, business, and 
commerce. 

We must always ask ourselves, 
“Am I changing and is my organi- 
zation changing so as to make a 
maximum contribution to the 
changing environment in which 
I and my organization must oper- 
ate? Or do I cling to an obsolete 
set of standards, worn out methods 
of doing business, an antiquated 
model of operation?” 

These are days when research 
and industry leaders need greater 
vision than ever before. They 
need to spend more time in con- 
structive dreaming than many of 
us have the inclination or time 
to do. 

Never before in history has the 
future been so near to us as now. 
Research and education are short- 
ening the time span of progress. 
We shall occupy ringside seats in 
scientific and technological devel- 
opments during the next 10 years 
equivalent to changes which our 
fathers took a generation to ac- 
complish. 

This prospect was pretty well 
summed up a while back by a 
Washington taxi driver. As he 
drove down Pennsylvania Ave- 
nue, his passenger read aloud the 
inscription on the face of the Na- 
tional Archives Building: “What 
is past is prologue.” He inquired 
of the cab driver what that meant. 
Back came the reply: “That means 
you ain’t seen nothing yet.” 

So it will be with your work 
and mine in the next decade. 

Technological changes cf the 
kind and rapidity we envision 
here can mean only an accelerated 
rate of social and economic ad- 
justment in our rural communi- 
ties. This will be neither easy 
nor painless. The best leadership 
among you will be challenged to 
guide these adjustments along 
constructive and beneficial path- 
ways. 

Some who worship at the shrine 
of “status quo” will seek to thwart 
adjustments which are inevitable 
in a dynamic and growing society. 
They will impede progress, and 
sometimes make the adjustment 
more painful when it does become 
inevitable. 

Others, with limited vision, will 
follow the adjustments blindly. 
They will neither help nor hinder. 


I am confident that the leaders 
of American banking will have 
the breadth of imagination and 
the clarity of vision to direct our 
modern technological revolution 
down the pathway of a progres- 
sive and prosperous industry in a 
growing, dynamic, and free 
America. 


Our Growth Potential Is Great 


In the short span of 10 years, 
our population has increased by 
about 25 million to the current 
figure of 173 million persons. By 
1975 it is estimated that the num- 
ber will be over 225 million. 
Equally significant, it is estimated 
that by 1975 the national economy 
will have about doubled in size, 
and that per capita real income 
will be around 50 to 60% higher 
than at present. Such a rise will 
bring about a substantial increase 
in the demand for all kinds of 
goods and_ services, including 
many kinds that we don’t even 
dream of today. That branch of 
American industry and commerce 
that keeps up with the march of 
progress through research will 
capture more than its pro rata 
share of this growing market. 


There is a growing area for 
service and expansion ahead for 
an industry like yours, which ac- 
cepts the responsibility for its 
own welfare and its own future, 
rather than sitting back and wait- 
ing for somebody else to do the 
job for it. Our banking institu- 
tions will play a central role dur- 
ing the next decade in this un- 
folding drama we call The Ameri- 
can Dream. 


.. Thursday, July 3, 1958 


Free Men With Vision Will 
Do the Job Best 

In recent years, a great many 
sectors of American agriculture 
and industry have fallen under 
governmental controls and restric- 
tions. In the case of agriculture, 
these controls have followed in 
the wake of price supports at un- 
economic levels. 

When a commodity gets itself 
into the fix of producing for the 
government rather than produc- 
ing for a growing market, it al- 
most inevitably finds a ceiling 
placed on opportunity. 

Government production and 
marketing controls are essentially 
backward looking — not forward 
looking. Under these circum- 
stances, producers with above- 
average managerial capacity and 
ambition are severely limited in 
what they can do. They suffer, 
consumers suffer, and all Amer- 
ica suffers. 

The future of practically all of 
our business, industry, and com- 
merce is closely tied in with in- 
creased efficiency of production, 
processing, and distribution, 
through which we can reach an 
ever growing circle of consumers 
in the market place, here and 
abroad. Private enterprise must 
exercise the initiative in getting 
this job done. 

We must strive ever to preserve 
a proper relationship between in- 
dustry and government. We must 
always keep private enterprise the 
senior partner, and government 
the junior partner. It would be 
easy to reverse this relationship. 
There are many who would 
change it. We must be ever vigi- 
lant that industry assumes the re- 
sponsibilities put upon it by our 
private enterprise system. Other- 
wise government will become the 
senior partner. This is inherent in 
the very nature of government. 

We must constantly remind our- 
selves that the advances of 
science can be applied most ef- 
fectively by individual managers 
in a free industry, unhampered 
by excessive governmental regu- 
lation and restriction. 

We must keep before us always 
the concept that the fruits of our 
toil are produced to be consumed 
in useful outlets, and not diverted 
into purposeless storage or un- 
economic uses through politically 
inspired governmental price and 
income support programs. 

We must all work together to 
preserve an atmosphere in which 
freedom of choice remains one of 
the basic pillars of our economic 
system. Under such a system, in- 
dividual producers and individual 
processors can grow and prosper 
as far as their ambition and their 
ability will take them. The right 
to succeed will be open to every- 
one. Conversely, the right to fail 
will also be present. 

In our free society, the right to 
succeed carries with it the right 
to fail. If, through legislative ac- 
tion of one kind or another, we 
remove the right to fail, we ulti- 
mately will also remove fhe right 
to succeed beyond mediocrity. 
Men of vision and ambition do not 
want that. They know their future 
is most secure in an environment 
which guarantees freedom to 
choose, freedom to experiment, 
freedom to become more efficient, 
freedom to seek and develop new 
markets, freedom to dream, and 
freedom to enjoy economic re- 
wards if their dream is successful. 


One of the great challenges fac- 
ing all of us is to see that our 
economy is not dominated by gov- 
ernment—that government helps 
rather than displaces private en- 
terprise. We can do this only if 
we are willing to throw our in- 
fluence on the side of keeping 
government the servant of all of 
us—not our master. 


The Job Ahead 
The American Dream is emerg- 
ing with breathtaking rapidity. 
The transformation is taking place 
so quickly that we are experienc- 
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ing great difficulty in adjusting 
to it economically, sociologically, 
and politically. 

In this setting, it is particularly 
important that we give every em- 
phasis to the development of com- 
petent leadership among both our 
young people and our adults. 

Responsible leadership and 
trained minds represent the most 
powerful resource at our disposal 
in America today. Yet we seldom 
regard these items as one of our 
main resources. 

The typical person, when think- 
ing of the nation’s resources, 
thinks of soil, minerals, petro- 
leum, forests, water and the like. 
However, all of these are ex- 
haustible resources. We currently 
spend tremendous sums of money 
and energy in efforts to conserve 
these resources, recognizing that 
their supply is limited and that 
they are irreplaceable. 

The resource of trained leader- 
ship and intelligent minds is not 
-exhaustible. Indeed, it increases 
with use. It wastes from nonuse. 
The more you use it, the more 
you have of it. There more you 
share it, the more there is to 
share. In this respect, it is truly 
a unique resource. 

In this scientific and techno- 
logical age in which we live, with 
far reaching economic and socio- 
logical adjustments taxing our 
very imagination, leadership and 
brainpower will be the critical 
factor undergirding further 
growth of our economy. 

From another point of view, 
“The American Formula” can be 


reduced to five simple terms. 
They are: (1) abundant and 
varied natural resources; (2) a 


population of 173 million persons 
with a great deal of hybrid vigor 
in it; (3) a democratic form of 
government in which every indi- 
vidual has an opportunity to go 
just as far as he wants to; (4) a 
code of ethics based on the 
Judaeo - Christian tradition; and 
(5) a program of universal edu- 
cation and personal development. 

The first four of these items are 
relatively fixed. They can’t be 
changed very much or very fast. 
The fifth one—the development 
of education and leadership — is 
the only really expandable term 
in “The American Formula.” It 
is the development of this area 
that undergirds our whole adult 
educational program in America. 

We talk a lot in America about 
horsepower. However, our great- 
est national resource today is 
brainpower. This complex scien- 
tific and social environment in 
which we live demands increas- 
ingly competent men and women 
to manage it effectively. We must 
develop the brainpower of young 
America in such way that the 
generation ahead can enjoy fully 
the technological and social de- 
velopments which await us. Not 
to train to its highest capacity 
the brainpower of our young men 
and women in America is just as 
wasteful of one of our great nat- 
ural resources as not to exploit 
a new pit of iron ore, a new bed 
of uranium, or our fertile fields. 

Those of us in adult educational 
work must not be frightened by 
the economic and _ sociological 
changes which agriculture is un- 
dergoing. 

Change is the law of progress. 
The challenge which faces us is 
to direct the change along con- 
structive and beneficial channels. 


Our problem, therefore, be- 
comes one of intelligent analysis 
and direction of the future—not 
cowering fear of it. 

None of us would want to live 
under the economic institutions 
which prevailed just a short 20 
years ago. Yet I am confident 
that some of us 20 years ago vig- 
orously resisted changes which 
were then occurring in the pat- 
terns of production, processing, 
and distribution. As we look back 
now, we wonder why. 

Likewise, 20 years from now 
we'll look back on 1958 and be 
a little amused that we were so 


fearful of change, rather than 
directing our energies toward 
channeling change down benefi- 
cial pathways. 

It has been said that the pro- 
ponents of the “status quo” are 
often the villains of history. 

Those who resist inevitable 
change frequently perish in the 
process, 


Continued from page 11 
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Those who manage our agricul- 
tural production, processing, and 
distribution firms are challenged 
to give intelligent direction to the 
changes ahead, so that our great 
food and fiber industry will func- 
tion even better than now. 

The future belongs to those who 
prepare for it. 


National Legislative Developments 
Affecting Real Estate Industry 


have the right to supervise the 
management and operation of 
these projects. In other words, 
the Public Housing Administra- 
tion will become a check-writing 
agency with the local housing au- 
thorities having complete man- 
agement of the projects. 

The local housing authorities 
would have complete discretion 
in determining rent levels and 
setting income limits for admis- 
sion and continued occupancy. 
The purpose, of course, is to 
reorient public housing to accom- 
modate more and more higher- 
income families. The public 
housers are very candid in their 
admission that the public housing 
program foisted on the American 
people in 1937 and again in 1949 
is not accomplishing its purpose. 

They have discovered that the 
problem of the slums is not solved 
by moving a tamily from a slum 
dwelling into a new house. On 
the contrary, the problem is ag- 
gravated by concentrating prob- 
lem families in so-called economic 
ghettos. Because the public hous- 
ers do not want to contend with 
the sociological problems implicit 
in public housing, they have 
shifted to a new target—the high- 
er-income families of America, 
the great middle class, as the 
more respectable beneficiaries of 
their socialized product. 

I make this charge with ample 
evidence that this is the intention 
of the public housers and the pro- 
public housing members of the 
Senate Banking and Currency 
Committee — and here is the 
amendment approved by the Com- 
mittee which makes this so clear. 


“Windfall” Amendment 


The amendment I refer to is 
described in Washington circles as 
the “windfall” amendment. Un- 
der this amendment all existing 
subsidy contracts would be 
changed to include, and all new 
subsidy contracts would contain, 
a provision giving the local public 
housing authority one-third of the 
money it saves from the Federal 
subsidy. 

In other words, the annual sub- 
sidy would be a fixed amount. 
This money would be appropri- 
ated and disbursed to the local 
public housing authorities regard- 
less of need. This means that as 
the rental income of the public 
housing projects is increased the 
total Federal subsidy would not 
be decreased. 

Under existing law the Con- 
gress appropriates only the sub- 
sidy that is actually required. For 
example, in the State of Texas, 
the contract subsidy for the more 
than 30,000 public housing units 
in the State was approximately 
$7 million in 1957. The subsidy 
required to meet the debt servic- 
ing on these units was $6 million 
with a resultant so-called “sav- 
ings” of $1 million. Under this 
“windfall” amendment the local 
housing authorities in the State 
of Texas would be able to keep 
one-third of this $1 million and 
utilize the other two-thirds for 
advance amortization. Under this 
amendment, therefore, the 113 


local public housing authorities 
would be able to divide the $333,- 
000 kitty which they could use for 
any purpose they so desired. Let 
me emphasize that this “windfall” 
be 


will an annual bonanza and 





that it very likely will increase 
each year. 

The Senate Banking and Cur- 
rency Housing Subcommittee in 
its report on this amendment, in 
amazingly candid language, stated 
that this amendment would pro- 
vide an incentive to local hous- 
ing authorities to rent to higher- 
income families. In other words, 
the pockets of the local public 
housing authorities in the State of 
Texas would be fattened if more 
of the public housing units serve 
higher-income families. 

This, we submit, is as great a 
debasement of a welfare function 
as it is possible to conceive. One 
would think that the Congress, 
which now spends more than $100 
million every year for public 
housing, would provide an incen- 
tive for public housing to serve 
the lowest income people. By 
some twisted logic the Senate 
Banking and Currency Committee 
on June 11 approved an amend- 
ment which will cost the taxpay- 
ers more money and will shift 
public housing to higher income 
families. 

An attempt will be made on the 
Senate floor to strike this “wind- 
fall” provision from the bill. 
These efforts will be successful 
only if a conservative coalition in 
the Senate asserts itself against 
the pro-public housing bloc. 

We believe that if these public 
housing provisions remain in the 
housing bill the President will 
veto the bill, because at least this 
year the FHA is not dependent on 
a housing bill. However, if the 
proponents of private enterprise 
are successful in eliminating these 
public housing provisions, there 
is a chance that a housing bill 
will be approved containing 
amendments which will enhance 
the effectiveness of FHA and 
FNMA and widen home owner- 
ship opportunities for the Ameri- 
can people, 


Federal Taxation 


I now want to briefly discuss 
our current efforts in the field of 
Federal taxation. The impor- 
tance of this area of legislative 
activity increases every year, and 
this year for the first time the 
Realtors’ Washington Committee 
organized a subcommittee on Fed- 
eral taxation which is probably 
the most active of our subcom- 
mittee. In addition, the NARED 
Directors approved the formation 
of a Tax Advisory Council to the 
National Association of Real Es- 
tate Boards to consist of several 
eminent tax lawyers to advise the 
Realtors’ Washington Committee 
on tax legislation. 


In addition, we are very for- 
tunate in having as Secretary- 
Counsel of the Realtors’ Washing- 
ton Committee Jack Williamson. 
Our Secretary-Counsel is an ac- 
tive member of the American Bar 
Association and he was recently 
appointed to the Subcommnittee on 
Definition of Capital Assets and 
Real Property Sales of the Tax 
Section of the American Bar 
Association. He recently advised 
me that his subcommittee had 
undertaken as a project the prob- 
lem of the real estate dealer ip 
obtaining capital gains tax treat- 
ment on property held for invest- 
ment purposes. I cite all of this 
to emphasize our increased role 
in this very important area. 






Now as to some specific ex- 
amples of current legislative 
activity in the tax field. One of 
our principal objectives is to ob- 
tain tax exemption for real estate 
investment trusts. This would 
equalize the tax treatment of real 
estate investment trusts with that 
of the regulated investment trusts 
which hold stocks and bonds. In 
other words, if our proposal is 
enacted, a real estate investment 
trust which is truly passive and 
which distributes annually 90% 
of its income to its beneficiaries 
will be tax-exempt and will thus 
be able to pass on to the benefi- 
ciaries a greater return on their 
equity investment. 


Real Estate Investment Trust 


In 1956 legislation on this sub- 
ject was vetoed by the President. 
The staff of the RWC has been 
working since then to overcome 
the Treasury’s objections. We be- 
lieve we have made. substan- 
tial progress. The House Ways 
and Means Committee has again 
approved the bill and it is pend- 
ing on the House Calendar. Over 
on the Senate side we were able 
to obtain approval of the real es- 
tate investment trust bill as an 
amendment to a technical tax bill 
which is pending before the Sen- 
ate Finance Committee. We are 
confident that when this technical 
tax bill goes to the White House, 
and we are certain that it will, 
the bil! will be signed into law, 
thereby accomplishing one of our 
major legislative objectives. 


This real estate investment 
trusts bill has important implica- 
tions for the economy and for our 
industry in the commercial and 
industrial fields as well as resi- 
dential. 

We have also been working on 
a change in the involuntary con- 
version provisions of the Tax 
Code. Condemnation of proper- 
ties for highways and as a result 
of urban renewal are increasing 
considerably. Unfortunately, a 
property owner whose property 
is condemned must pay the tax on 
the gain unless he invests the pro- 
ceeds in property similar or re- 
lated in use to the condemned 
property. This we believe is in- 
equitable. The tax deferment 
should be available if the prop- 
erty owner invests the proceeds 
in any type of real estate. We 
were very fortunate in obtaining 
a sympathetic reaction to this 
problem in the person of Con- 
gressman Frank Ikard of the 13th 
Texas Congressional District. Mr. 
Ikard introduced several bills on 
this and conferred with officials 
of the Treasury Department. We 
have reason to believe that the 
Treasury has concurred in Con- 
gressman Ikard’s views, and we 
are hopeful that the principle of 
the Ikard bill will become part of 
one of the tax bills now working 
its way through the Congress. 


Smal] Business Tax Reform 


We are also interested in cur- 
rent legislation to provide tax re- 
lief for small business. Most real 
estate brokers are of course en- 
gaged in. small business and 
would certainly be affected by 
any tax relief directed toward 
this end. In addition, the com- 
mercial and industrial phases of 
our industry would be affected 
by any tax adjustments relating 
to investments in depreciable 
assets. For example, there is one 
proposal which has prominent 
support that would provide a de- 
duction from taxable income up 
to $20,000 or $30,000 for invest- 
ment by small business in depre- 
ciable assets. If enacted, this 
would encourage small business 
to expand their physical plants 
because such property is a depre- 
ciable asset. The Congress is also 
considering accelerated deprecia- 
tion for existing structures as well 
as new construction. This, of 
course, will help our business be- 
cause it would hasten the recap- 
ture of capital invested in real 
estate. 

The pending amendments with 
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respect to involuntary conversion 
and depreciation underscore the 
growing need for tax reform. By 
requiring an owner of condemned 
property to invest in property 
similar or related in use we are 
clinging to an outmoded concepi. 
Surely technological advances 
have been such as to warrant con- 
sideration of an undeniable fact 
that businesses become archaic 
and uneconomic, and investment 
should therefore be encouraged 
in newer and different business 
where prudence so dictates. 

Also, we ought. to get away 
from the concept that the purpose 
of depreciation deductions is to 
acquire capital for replacement of 
property or equipment when its 
useful life expires. Investment in 
real estate does not come from 
such reserves and it is not un- 
reasonable to find income-produc- 
ing property more valuable and 
in better condition after its so- 
called useful life has expired. We 
ought therefore to treat depre- 
ciation as a recapture or. return 
of business investment. Thus by 
adopting a new and more realistic 
concept, we see the merit in 
shorter depreciation periods for 
income-producing real estate, 

We are also very active in’ an 
attempt to obtain equitable tax 
treatment for self-employed per- 
sons. This legislation is known as 
the Jenkins-Keogh bill and would 
permit a_ self-employed person 
such as a Realtor, lawyer, engi- 
neer, etc., to deduct a certain por- 
tion of his income which would 
be invested in a retirement fund. 

I say this would remove an in- 
equity because corporations to- 
day are able to take such tax de- 
ductions for contributions made 
to retirement funds for their em- 
ployees. We are frank to say that 
there are many obstacles to ap- 
proval of this bill this year. e 
had hoped that this year tax re- 
lief on a broader basis would be 
enacted by the Congress, and we 
were confident that any bill pro- 
viding for tax relief on a broad 
basis would include the —_— 
of the Jenkins-Keogh bill be- 
cause the Treasury has admitted 
that a tax inequity against. the 
self-employed does in fact exist. 

Now we are reconciled to the 
fact that there will be no tax re- 
lief on a broad basis. Consequent- 
ly, we are directing our efforts 
to having the principle of the 
Jenkins - Keogh legislation ap~ 
proved as part of the simall busi- 
ness tax relief measure taking 
shape in the Congress. There is of 
course opposition to this, but we 
are working every day in con- 
junction with many other trade 
associations of self-employed per- 
sons to convince the Congress that 
at least the principle of the Jen- 
kins-Keogh bill with some tax 
deduction should be enacted. 


2 With Dempsey-Tegeler 

(Special to THe Financia, Cironicuxy* ’ 
LOS ANGELES, Calif.—Harold 
H. Hoge and James A. Strunk are 
now connected with -Dempsey- 
Tegeler & Co., 210 West Seventh 
Street. Mr. Hoge was previously 
with Fewel & Co. Mr. Strunk was? 

with Marache, Dofflemyre & Co. 


With Kidder, Peabody 
(Special to Tae PrvanciaL CHRONICTE) 

LOS ANGELES, Calif —Thomas 
B. Drummond has joined the staff 
of Kidder, Peabody & Co., 210 
West Seventh Street. He was for- 
merly with Paine, Webber, Jack- 
son & Curtis. 


Cantor, Fitzgerald Adds 
(Special to Tue FPiInaNciAL CHRONICLE) 
BEVERLY HILLS, Calif.—Ma- 
saru Murakami has been added 
to the staff of Cantor, Fitzgerald 
& Co., Ine., 232 North Canon 
Drive. 


Joins E. F. Hutton 
(Special to THe FrnanciaL CHRONICLE) 
LOS ANGELES, Calif—Donala 
©. Looper has joined the staff of 
E. F. Hutton & Company, 
South Spring Street. 
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\As We See lt 


of spotlight that is now so uncomfortable to Mr. Adams 
and others. Nor are we unfamiliar with broadly similar 
behavior by members of Congress or the “junkets” which 
so often are enjoyed by national legislators in Washington. 
Of course, wrong-doing—so far as there has been any— 
in the present Administration is in no way excused by the 
misbehavior of others, either contemporaneously or in the 

, but one must wonder whether a mere change in the 
political affiliations of those who govern us is very likely 
to ag Sema basic change in a situation which, obviously, 
needs changing. 

But there is another and far more important aspect 
of this situation which the public should not for a moment 
overlook or ignore. Of course, there have always been 


pains to win friends among Mammon, and 

from the v beginning of the nation re have been 
individuals were willing to be won. From the begin- 
ning—as the President was careful to bring to the atten- 
of the press the other day—there have been presents 
idents and to various other “heroes” in Washington, 

many of which were inspired by no unworthy 
sive. The problem not only of gifts to public figures, 
sorts of other efforts to win favor from them is an 
6ne, but the practice could hardly have failed to 


very much more extensive in recent years, and 
today without doubt is a matter of first rate importance. 


Why? 
_ Why? To thoughtful observers the answer is obvious; 
to others it may be surprising. In Washington’s day and 
for a century or more thereafter, efforts to influence the 
course of events — lobbying as it was called -—— centered 
chiefly about Congress and its activities. To be sure, there 
were times when it appeared worth while to certain in- 
dividuals to try to influence some of the administrative 
forces of the Federal Government, but it may be said 
without much exaggeration that these were the exception 
rather than the rule. The contacts of the administrative 
machinery with business were relatively infrequent and 
these offices did not have anything in the way of life and 
death powers over business enterprises. Temptation to 
ager e sums or much time in winning friends among 
e officials of that day was comparatively small. 

What a startling contrast the situation today offers! 
Of course, Congress is still—and in point of fact in much 
larger degree — dealing daily with matters that vitally 
affect all manner of businesses. Those who have under- 
taken the responsibility of managing enterprises, can not 
afford to ignore what is taking place in Congress—and 
since the stakes are so much larger the temptation to 
employ whatever methods are most likely to succeed is 
greater than ever before. But besides Congress we have 
a startling proliferation of offices, bureaus, commissions 
and the like, many of which by their administrative acts 
within the discretion left to them by law hold life and 
death power over large sections if not all of American 
enterprise. Probably the ordinary man who has little 
occasion to keep in touch with what is going on in Wash- 
ington has little conception of the huge army—or should 
we say armies—now charged with regulating, and in other 
ways controlling what business may or may not do. 


Three Among Many 


The Federal Communications Commission, the Fed- 
eral Trade Commission, and the Securities and Exchange 
Commission have had their names in the headlines of late, 
with what justice we have no way of knowing, but these 
are but three of the long list of agencies—to say nothing 
of the White House itself—which now wield enormous 
powrec ever business enterprises, and hence often over the 

es and affairs of individuals. Any one of the three in 


? 


mary instances decide whether a given enterprise or busi- 
ness venture may live or be born. The list of similar 


agencies is a long one. On almost every hand in Washing- 
ton are offices whose acts or whose decisions mean a great 
deal to individuals and groups of individuals. Permit such 
a situation to come into being in a capital where traditions 
of public serviee such as existed at one time in some of 
the European countries do not exist, and a state of affairs 
which breeds all sorts of favor seeking by many sorts of 
people may be expected. 


Another notable example of this sort of a situation is 
found in our individual and corporate income tax systems. 
It was long understood and accepted that income tax rates 
should remain low if incentive to all sorts of chicanery, 
legal and otherwise, was not to be provided. That idea has 
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gone with the wind. Present day philosophy makes it a 
fundamental proposition that the rich must be scaked. 
The main effort for years has been, not to devise a mere 
desirable tax system, but to make it more difficult to 
develop means of evasion and, of course, any objective 
determination of income in the strictly economic sense is 
often at best a complex task. 


To us the wonder is that there is not more influence 
peddling, and to us the pity is that the true inwardness 
of the situation is so seldom fully understood. 


Continued from first page 


Reaping Inflation’s Harvest 


a toddler whose speed is clocked 
at 3 or even 4%. Such rates, how- 
ever, would, obviously, erode the 
dollar just that much faster— 
presumably even at a geometric 
rate. 

Now, of course, moving to a new 
postwar price level in the latter 
’40s was both necessary in the 
train of wartime developments 
and salutary in a free enterprise 
economy. But slipping into in- 
flation as a way of life was neither 
necessary nor compatible with the 
long-run health of the economy. 
Needlessly undermining the value 
of the dollar jeopardizes the sus- 
tained growth of production and 
real consumer purchasing power. 
For myself, I still stand firmly 
with that school of professional 
economists (and it appears to me 
to be now the majority group) 
who take inflation seriously as 
both an insidious and a persistent 
threat to a dependable pattern of 
long-run prosperity and national 
growth. Hence, my remarks will 
be in the nature of a sequel to 
last year’s paper. It behooves us 
now to move on from considera- 
tion of the way in which seeds of 
inflation have been sown to exam- 
ination, in the light of unfolding 
events, of what manner of harvest 
these seeds are producing. 


The Recession Dilemma 


The current recession is making 
ever clearer and clearer the na- 
ture of the harvest that grows from 
the bad seed of inflation doc- 
trines and practices. It is show- 
ing how inflation overstrains a 
boom and aggravates the ensuing 
recession. We are learning that 
the great fiscal and monetary 
powers of government which 
might have been used to prevent 
a cyclical downturn are not cures 
in time of recession but merely 
palliatives — and dangerous ones 
at that. 

Last June, 1957, the general 
public was pretty complacent 
about the question of inflation. It 
was hard to arouse them to action 
or even to a sense of prudent 
concern for the future. The coun- 
try was still zipping along on a 
pleasant highway of apparently 
invulnerable prosperity: why 
worry? This insouciance was for- 
tified by assurances from the 
highest quarters that, if some 
downturn should appear, the gov- 
ernment had at its disposal the 
means of checking or reversing 
it and that it possessed the skill 
and the determination to use these 
weapons decisively and at the 
proper time. 


But in June, 1958, both this 
promise of the Administration and 
the premise on which it rested 
are being put to a searching test. 
The economy is now tasting the 
realities of a recession which 
brought the index of industrial 
production down from its peak of 
147 (December 1956) to 126 (in 
April 1958)—almost 15%, of which 
12%% has occurred since last 
August. Unemployment is up 
from its 1953 average of 1,870,- 
000 to 5.1 million — or 7%. The 
labor unions, the ADA, the most 
vocal of the Democrats, and a 
good many worried businessmen 
are calling on the government “to 
do something” to end the reces- 
sion or, if their real wish were 
fulfilled, to restore the boom. 


Te Spend or Not to Spend - 
Dilemma 


This presents a cruel dilemma 
both 
power (if any) and to a loyal op- 
position desirous of consummat- 
ing a position of unequivoeal au- 
thority (and responsibility)- im: 
1960. Shall we move vigorously 
to activate thee conomy—‘‘damn 
the torpedoes and full -“steam 
ahead” with massive government 
spending for intercontinental .mis- 
siles, space ships, large. helpings 
of local “pork,” and an adequate 
catching-up program on roads; 
schools, and slum clearance?.Shall 
we lower taxes in such ways-as .to 
give relief primarily to low-in- 
come people and take three or 
four million of them off the tax 
rolls and make their eventual re- 
turn to participation in. the cost 
of preparedness and foreign .aid 
as well as domestic welfare the 
occasion for a political battle of 
dubious outcome? Shall we," on 
the other hand, grant multi-bil- 
lion dollar tax relief primarily in 
the form of investment incentives 
to corporations and high-bracket 
income’ receivers? Turning ~~to 
monetary powers, shall we “flush 
the market with liquid funds” in 
the belief that this will start a 
tidal wave of inventory building 
and consumer buying — particu- 
larly of still bigger, more garish, 
and more expensive automobiles” 

The use of these fiscal and 
monetary weapons in some rea- 
sonably sensible combination to 
combat recession would, no doubt, 
whip up the lagging economy 
back to a faster, possibly even a 
generally satisfactory, pace. It 
would get us off the underem- 
ployment horn of the economic 
dilemma. But it would impale us 
solidly on the inflation horn of 
this same dilemma of a free en- 
terprise economy seeking to 
maintain full employment. 

It would enable the labor 
unions to win larger increases in 
basic wage rates as well as more 
liberal fringe benefits. It would 
enable management to raise prices 
to offset labor cost increases: up- 
grade the elaborateness as well as 
the utility of their products; and 
enlarge profits, plow-back, and 
dividend disbursements. The gov- 
ernment, of course, would then 
have to raise civilian and military 
pay further and appropriate an 
extra million or so for each bal- 
listic missile and, say, an extra 
billion for industrial subsidies and 
farm parity. 

The boy called Cost Push would 
meet the girl called Demand Pull, 
and they would demonstrate anew 
the monetary fecundity of insti- 
tutionalized inflation. It would be 
a confession of defeat to our -hope 
of demonstrating to the Kremlin 
that under our free enterprise 
system employment and consist- 
ent economic growth can be 
linked to a stable dollar. 

This recession or inflation al- 
ternative presents a dilemma not 
merely for the government or the 
economy as a whole but, in speci- 
fic terms, for business executives 
an for labor leaders. As for man- 
agement, it is faced by the dilem- 
ma of reducing prices and profit 
margins vs. curtailing operations 
and facing the wrath of consum- 
ers and workers as well as stock- 
holders. It may be faced even 
with anti-trust suits or Congres- 
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sional investigations. Labor lead- 
ers are confronted with the ques- 
tion: shal] we try to protect mem- 
bers’ purchasing power by fore- 
ing wage raises to offset cost of 
living increases and shorter hours, 
only to find ourselves impaled on 
rising unemployment, smaller 
receipts from union dues, and loss 
of union membership” 


The Parable of the Tares 
Amid the Wheat 

Reaping the harvest of infla- 
tion is a modern illustration of 
the parable of the tares as teld 
in the Gospel According to St. 
Matthew, Chapter 13. “While men 
slept an enemy came and sowed 
tares among the wheat,” and the 
problem was presented of how to 
eradicate the weeds without de- 
stroying the good grain. The sim- 
ple solution of letting both grow 
and be harvested together and 
the weeds then separated and 
burned does not, however, méet 


our. present dilemma. We cannot 


ehjoy the full stimulating effects- 
of universal price and income 
boosting and then neatly elimi- 
nate the deleterious fruits of in- 
flation. In fact, our problem is 
much more subtle and difficult 
than separating things unequivo- 
eally good from others that are 
palpably bad. It is rather an issue 
ef degree and differentiation. 

Some prices should go up and 
some go down even when the 
general price index remains prae- 
tically stable. Incomes should 
rise and fall in differing degrees 
and with changing conditions, not 
be frozen in a fixed uptrend: 
Price rises to spur production at 
points of scarce supply are good, 
but they need to be followed by 
letting competition lower prices 
as the scarcity disappears and 
even threatens a glutted market. 
Wage rises are good when they 
keep step with rising efficiency 
and give purehasing power to 
take enlarging product off the 
market. But they need fo be lim- 
ited to actual advances in labor 
productivity, not cause labor costs 
to eat up profits or a rising flood 
of dollars to outrun a slower flow 
of new goods. The rigidities of 
price maintenance and formula 
wage increases is what causes a 
harvest of inflation to grow out 
of a belief that raising aggregate 
money demand is the way to 
produce a bumper crop of pros- 
perity under any and all circum- 
stances. In fact, counting on gov- 
ernment to invoke money magie 
to make employment full enough 
to satisfy everyone ana the dollar 
so steady that no one is discom- 
moded is the most dangerous as- 
pect of popular thinking today. 
To rely on inflation is like living 
on “dope.” 


Business Expectations 

It is a widely accepted saying 
that men live by faith. This might 
be paraphrased to read: The eco- 
nomic man lives by business ex- 
pectations. That is to say, he em- 
barks on enterprises, commit him- 
self for investments, enters inte 
wage contracts, arranges his fi- 
nancing, and shapes his price 
policies according to his best 
judgment of the future behavior 
of the price system. Now these 
calculating businessmen (and the 
more intuitive consumer too) have 
read the handwriting on the wall 
since World War II and particu- 
larly since the Korean War as 
proclaiming that we have accept- 
ed inflation as a way of life. 
Naturally, they try to adapt their 
operations to that fact. That is, 
they try to protect themselves 
from being harmed by inflation 
or, if possible, turn it to their 
personal advantage. 


Institutionalization of Inflation 


There have been several steps 
to the process by which inflation 
has become a premise of business 
administration. First, there was 
considerable suspicion that the 
Employment Act of 1946 implied 
it. Second, in the late 40’s and 
early 50’s, the public discerned a 
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marked tendency of the Congress 


to respond to special pressures 
and general cravings to keep 


spending up and taxes down to 
where life would. be easy for their 
constituents. Third, it was ob- 
served that the Federal Reserve 
System conceived its function and 
measured its powers in terms of 
keeping commercial credit order- 
ly at any given level of prices 
rather than. dictating the price 
level. Fourth, employers learned 
that wage raises and fringe bene- 
fits. were, the price of labor peace 
and high morale for workers. 
Fifth, they found that under an 
elastic money svstem and full em- 
ployment conaitions it was pos- 
sible to pass on cost increases and 
even fatten the mark-up without 
loss of volume—indeed with the 
over=-capacity operation that made 
further expension look attractive 
and safe. 

In a word, the expectation of 
continuing inflation became a 
major factor in the planning and 
operation of industrial, commer- 
cial, and financial business execu- 
tives. This breeds confidence 
which, up to a point, is an needed 
stimulant for a progressive enter- 
prise economy. But confidence 
based on inflation prospects breeds 
an over-confidence which dulls 
the edge of managerial efficiency 
and leads to speculative excess. If 
the purchasing agent is convinced 
that prices are in a persistent up- 
trend, he will keep inventories 
fat rather than lean. The more 
apprehensive of price rises he be- 
comes, the more his buying con- 
tributes to their continued rise. 
The same tendency shows up in 
plant building. Executives who 
see construction costs mounting 
tend to make expansion and im- 
provement plans that anticipate a 
considerable period of future 
growth. 

The industry built 
million cars, 
leaped ahead 
annual ingot tons, 
paper, and chemi- 
cals did something similar. Now 
the automebile companies are 
reaping the harvest of inflated 
capacity and inflated prices on a 
4.5 to 5 million car sale, and the 
steel companies are looking to 
anether price increase to enable 
them to break even on about 50% 
operation. These boom-built 
plants are not “excess capacity” 
so much as they are capacity built 
prematurely because inflation was 
written into the business expecta- 
tions of industrial executives. But 
it should be noted that the pres- 
sure this new construction put on 
the steel and other supply markets 
and on the labor force was a sig- 
nifieant factor in creating the 
inflation they were trying to 
evade. 

A Third Bad Harvest 

A third illustration of how the 
settled expectation of inflation 
leads to a harvest of speculation 
is found in the stock market. How 
oftem has the uprush of common 
stork prices been explained or 
fostered by the argument that 
common stocks are a good hedge 
against inflation. During the mar- 
ket bulge of last summer, even as 
the production and employment 
indicaters were beginning to 
signal a downfurn, I got market 
letter after market letter recom- 
mending the purchase of “equi- 
ties” as the best way to protect 
oneself against a deelining doHar-: 
Again, after the lull in business 
of this first half-year, talk of gov- 
ernment’s recovery measures 
brought a new boom in common 
stocks. One so-called “security 
analyst” gave the public this ad- 
vi¢e a few weeks ago: “The basic 
risk of being caught in an infla- 
tionary spiral with too few stocks 
is probably weightier than that of 
eriduring a temporary dip with 
tod many. If the spiral develops 
arid you have too few, you will 
then buy in at too high a price 


automobile 
capacity for eight 
the steel industry 
to 141 million 
and aluminum, 


arid be im a position to be really 
hurt.” 
dopester 


Another stock market 
puts the same idea this 
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way: “Government spending is 
heading upward. There are indi- 
cations of easier money and sub- 
sequent inflationary implications.” 
This sort of inflation thinking 
seems clearly to be back of. the 
expanded volume and soaring 
priees on the New York Stock 
Exchange last week and this. For 
a look at earnings-price ratios 
shows common siocks already 
selling at a near-record low in 
proportion to earnings and earn- 
ings prospects. 

Similarly, land is being pro- 
moted as a hedge against infla- 
tion. Inflated land values yield 
a new harvest of troubles for 
agriculture and also for the hous- 
ing industry, where the prospec- 
tive home builder or area devel- 
oper must compete with the 
speculative buyer or holder of 
land as a hedge against inflation. 
Here it should be remembered 
that, while the smart individual 
or the informed groups can pro- 
tect themselves for a time against 
inflation in its early stages, and 
even scalp a short-run profit by 
converting eroding dollars into 
land titles or share certificates, 
this soon defeats its own purpose. 
When the general public gets the 
signal and starts mass hedging a 
“flight from the dollar” will have 
begun and creeping inflation turns 
into runaway inflation. 


The Answer to Dangers 


Besetting Us 


We have already seen signs of 
two of the dangers that beset the 
path of them who dally with mild 
inflation as a way of economic 
life. We have witnessed periods 
of outflow of ovr gold reserves 
and have heard the siren song 
of our free-world allies urging us 
to devalue the dollar—or raise the 
price of gold. Thus far we have 
escaped these dangers, but if we 
are to make our position secure 
we must show our ability to make 
self-sustaining adjustments in the 
price-income structure of the mar- 
ket place. 

Last fall Richard Gray of the 
Building Trades told his people: 
“We have pushed wages up to 
where houses cost so much that 
other workers cannot buy enough 
houses to keep us employed. Let’s 
not aggravate this situation by 
boosting our rates still more in 
the coming year.” He did not dare 
suggest a roll-back—just a stand- 
still agreement. But he was 
howled down by the unions of his 
group and publicly repudiated by 
George Meany for the whole labor 
movement. Management in the 
automobile industry has already 
expressed willingness to agree to 
two more years of double-bar- 
relled wage escalation and some 
“fringe” concessions. At the same 
time, the auto companies cannot 
see anything besides higher-priced 
and more glamorous cars as their 
contribution to the restoration of 
prosperity and economic stability. 
According to the latest indications, 
the steel industry’s contribution in 
this direction is to be a price in- 
crease of some $6 a ton, with the 
non-ferrous metals counting on 
further . stockpiling to buttress 
their prices. 

I believe the President has acted 
wisely in defence of our private 
enterprise system in declining to 
enter into even stalemated situa- 
tions between the manufacturer 
and the consumer or between 
management and labor. But the 
public will not tolerate any very 
deep or long-continued general 
unemployment as the consequence 
of our substitution of inflation for 
sound market adjustments. What 
will happen then? 


A Bitter Harvest—Economic 
Controls 

This brings us to consideration 
of still another alternative—and 
in my judgment a grim one for 
free America. When the seeds of 
inflation sown in union wage 
policy and corporation price 
policy and finance policy, fertil- 
ized by soft money and deficit 
spending in prosperous times as 





well as recession, 
weeds of an unstable economy 
instead of the nourishing grain 
of prosperity, specific or selective 
price and wage controls are sure 
to be proposed. This is one of 
those things that looks awfully 
simple in theory but proves sim- 
ply awful in practice. Our whole 
price system. constitutes a deli- 
cate, interrelated set of trading 
relationships. Change one price 
or income situation and a chain 
reaction is immediately set up 
that produces demands for com- 
pensating adjustments at myriad 
other places. OPA and OPS dem- 
onstrated to any reasonable man’s 
satisfaction that even in. the 
emergency of war such a control 
system very soon bogs down, 


It is the rigidities ef prices and 
wages “adminstered” at large pri- 


produce the 


vate centers of economic power 


that ave largely responsible for 
the built-in inflationary bias of 
our present economy. Prebably 
a government price-control sys-= 
tem would soon prove not to be 
serving its avowed anti-inflation 
mission but would actually aggra- 
vate the inflationary trend—that 
being the line of political least 
resistance. 

If L may return to the parable 
of the tares, the servants proposed 
to go into the growing field and 
pull out the weeds. But the house- 
holder replied: “Nay, lest while 
ye gather up the tares, ye root up 
also the wheat with them.” A 
government price and wage con- 
trol ageney as a remedy for in- 
flation would not merely de- 
moralize the processes of the con- 
temporary market: it would im- 
pair the very system of free com- 
petitive enterprise on which we 
must ultimately rely for sus- 
tained growth and stability of the 
economy. 

Now this is no fanciful danger 
in our present situation. President 
Eisenhower, only a few weeks ago 
said during a press conference: 

“I would deplore any attempt 
to fix—in times of peace—wages 
and prices. I believe we are, to 
that extent, deserting some very 
long-term principles that are good 
for this country. But when you 
get up against people like this, 
they begin to believe it is an 
emergency, then something might 
have to be done, but I am cer- 
tainly not ready to predict it 
now.” 

I was astonished during the re- 
cent hearings of the Joint Eco- 
nomic Committee to note the 
number of witnesses who, after 
recognizing the threat to sustained 
full employment which stems 
from inflation, proposed the set- 
ting up of one sort or another of 
wage, price, or investment stabil- 
ization commission or authority. 
Is it possible that the harvest of 
inflation will be economic authori- 
tarianism? 


In a word, then, the harvests an 
economy reaps when it persists in 
sowing the seeds of inflation are 
easy overconfidence, loose man- 
agement, perpetuation of business 
eycles, increasing reliance on cen- 
tral government to activate busi- 
ness, increasing temptation to re- 
sort to direct controls. 


Harris, Upham Appoints 

Hamilton Allen, Jr. and Arthur 
J. Hansen, have been appointed 
Assistant Managers of Harris, Up- 
ham & Co., 99 Park Avenue office, 
New York City. Mr. Allen, a 
registered representative with the 
firm for ten years, was previously 
associated with the 120 Broadway 
headquarters until the opening of 
99 Park Avenue facilities in Janu- 
ary, 1955. Mr. Hansen, a regis- 
tered representative for 32 years, 
joined Harris, Upham & Co. in 
1955 and has since been associated 
with its 99 Park Avenue office. 


With Montgomery, Scott 
(Special to Tur FINANCIAL CHRONICLE) 
GREENWICH, Conn.—Bradford 
L. Tobey is with Montgomery, 
Scott & Co., 52 Mason Street. 











There Are Two Kinds of Dividends 


Over the years I have known 
many’ successful investment men 
who seem to have one thing in 


common. It is their concern for 


the: other fellow. If there is any 
one virtue that has lifted these 


men above the ordinary run of 


the mill salesmen that predomi- 
nate in this, as well as many other 
endeavors, it is the friendships 
and the loyalty they have estab- 
lished among their clients. Give 
a man a good understanding of 
human nature; the will to work, 
and the knowledge: of his busi- 
ness; and if you add to that the 
indefinable gift of “taking an in- 
terest in others,” the result has 
to be suceess with a capital “S.” 


Mr. “T” Was Always. Available 

One of the best illustrations of 
the way this law of spreading 
your bread upon the waters can 
benefit a man, brings to mind the 
history of one of my friends who 
came to this city to live about 
seven years ago: Although he was 
comparatively young, he had been 
told by his doctors to take things 
easy for a few years. He had been 
engaged in a very competitive and 
exhausting business for many 
years in another area of the coun- 
try and, although financially suc- 
cessful, his health demanded a 
complete change of pace. He 
moved his family 1,500 miles fo 
an. entirely new community and 
he proceeded to relax. 


Before very long be became a 
pillar in his church, he headed up 
the Sunday School and every 
Sunday you would see him there 
taking an interest in the children 
of his congregation. He worked 
on community drives and he gave 
his time to more worthwhile 
causes than most men who would 
consider themselves in exeellent 
health would ever think of sup- 
porting. 

Six years passed swiftly and 
finally the doctors told him that 
he was as good as new. Once 
again this man looked around and 
said to himself, “What do I do 
now?” In this growing city where 
he had lived for these six years 
he had made friendships with 
some of the most influential men 
in his community. He came to the 
realization that a bank was needed 
in an area that was growing rap- 
idly and, within a few months 
time, he organized a group of 
friends and associates, and a Na- 
tional Bank charter was secured. 
He opened his bank with the 
largest paid in capital and surplus 
of any banking institution that 
has been started in his commu- 
nity in its entire history. Hundreds 
of people wanted to invest in the 
capital stock of this new bank. 
His friendships over the years 
were so well established; and he 
was so highly regarded, the suc- 
cessful opening of his bank was 
assured. 


Never Too Busy 


Almost two years have passed 
and this bank is ore of the fastest 
growing organizations in this city. 
Knowing him well I have been in 
his home on weekends, evenings, 
and at other times when tele- 
phone calls have come to him 
from people who wanted advice 
about personal matters, and many 
other things besides banking, and 
he always had time for them. I 
have seen him in his bank and 
there too he has unselfishly given 
of his time and effort to help 
those who did not know what to 
do concerning business problems 
and where his advice was helpful. 


One morning he met me at 
eight o’clock and introduced me 
to two young men who had estab- 
lished a growing young business 
and who were beginning to think 


ie 


of future public finaneing. Over 
our breakfast coffee we tallted for 
about ten minutes, them he ex- 
cused himself and back he went 
across the street to his’ bark. 
Basically, I believe that his in- 
terest lies in. people; and: im doing 
créative and helpful things that 
directly benefit those with whom 
he assoeiates. His first’ dividend 
is the satisfaction. that comes: from 
being a friend and im 
others—the: business rewatds fol- 
Iow naturally. 
% sd 

I have helped eldert 
replace lost securities, fed ce @ re- 
liable attorney who could advise 
them in legal’ matters: and who 
would not overcharge them I 
have recommended doctors and 
dentists, and I have spent many 
hours servicing aeveuntethatedtie 
frankly I do not believe could 
have paid. me directly for‘ the time 
and effort expended: Why do 
this? Quite frankly I believe there 
is no more satisfying’ thing’ a man 
can do than to render’ helpful 
service to those who need. it. 
There’ are: exceptions;, of course} 
no-one should be’ taken. in by pro» 
fessional malingerers;, but by and 
large, | would say that the friend- 
ships I have made by 
some of my clients: with their 
problems has repaid me many 
times mere in referred: business. 
than: any direct. fee L could. have 
charged. them even if I had. been 
so inclined. 

2 
Shields & Co. Opens 
Buffalo Inv. Genter 

BUFFALO, N. Y. — Shields & 
Company has formally opened’ a 
new investment center on themain 
floor at 120 Delaware Avenue. 

The Buffalo office of Shields & 
Company has beem situated sinee 
1949 in the Rand. Building. The 
firm, founded in New York 35 
years ago, holds. memberships. in 
the New York Stock Exchange 
and other principal. securities. and 
commodities exchanges. 

Henry H. Harper, who has been 
in the investment business for the 
past 25 years and is a. well knowa 
business and civic leader in Buf- 
falo, will continue to be Shields’ 
resident manager. 

The new investment center is 
in enlarged quarters, has arm ex- 
panded staff and features several 
new facilities and innovations; in- 
cluding a Teleregister Board and 
Buffalo’s first brokerage Execus 
tone system. 

In addition, the office will have 
New York Stock Exchange, Amer- 
ican Stock Exchange and Dow- 
Jones Trans Lux stock quotations 
screens and. direct. wires to the 
44 Wall Street office: An invest- 
ment library will be available for 
thé convenience of interested in- 
vestors. 

Extended to July, 1959 

Holders of various: issues of 
Colombia Mortgage bank bonds 
are being advised that the time 
to exchange these bonds fer Re~- 
public of Colombia, 3% External 
Sinking Fund Dollar Bonds, due 
Oct. 1, 1970, has been extended 
to July 1, 1959. The greta for 
exchange of conve 
cates for 3% External Sled 
Fund Dollar Bonds of the Repub- 
lic due Oct. 1, 1970 in multiples 
of $500 principal amount has 
been extended to Jan. 1, 1960, 





26 (26) 


Continued from page 5 


Some Present Banking Problems 


recently published staff report of 
the Joint Economic Committee 
states: 

“It seems unrealistic to 
assume that total demand will 
begin to rise any earlier than 
the fourth quarter of 1958 or 
that a recovery to full employ- 
ment of labor and capital will 
be completed before mid-1959. 
Unemployment, therefore is likely 
this year to average at least 7% 
of the civilian labor force, or 
about five million persons. On 
optimistic assumptions, unem- 
ployment in the first quarter of 
1959 still might be about 5-5.5 
million, or 7-8%. A less rapid 
recovery could be accompanied 
by as many as seven million un- 
employed, or over 10% of the 
civilian labor force, in the first 
quarter of next year.” 

A forthcoming report by Geof- 
frey H. Moore of the National 
Bureau of Economic Research, 
Measuring Recessions, finds that 
if the current contraction follows 
the courses of the contractions 
since 1920 and remains inter- 
mediate in severity, the economy 
may not regain the July, 1957, 
Jevel of general business activity 
until some time in 1959 or even 
early 1960. 

The prospects of an early up- 
turn must be weighed against the 
fact that business capital invest- 
ment plans have been revised 
downward during recent months. 
‘The latest surveys indicate that 
spending on plant and equipment 
will continue to decline into 1959. 


According to the latest SEC- 
Department of Commerce survey 
of business and equipment ex- 
penditures (released June 9), the 
1958 expenditures will amount to 
$31 billion, which is 4% less than 
the amount anticipated in the 
preceding survey three months 
ago and is 17% below the record 
$37 billion outlay in 1957. More- 
over, the survey indicates that 
the decline will continue through 
the fourth quarter of 1958 drop- 
ping by about $1 billion per quar- 
ter at annual rates. 

The downward revision in busi- 
ness spending plans is attributable 
fo (1) The growth in idle produc- 
tive capacity which now averages 
about 30%: and (2) to the shrink- 
age in business profits which, 
according to the Federal Reserve, 
declined in the first quarter by 
20% below the level of the third 
quarter of 1957, with 200 large 

nanufacturing corporations show- 
ing a 41% drop. 

Those who anticipate an early 
upturn see a continued rise in 
Zovernment spending; they be- 
lieve that the rapid liquidation 
that has occurred in business and 
consumer inventories has brought 
ihem into better balance with 
consumption; and they hope that 
residential housing starts will 
continue to rise and that the 
earlier than normal introduction 
of new auto models will stimulate 
Sales. None of these factors ex- 
cept government spending prom- 
ises to have a substantial stim- 
ulating impact this year. In any 
case, considering the fundamental 
nature of the adjustments, it does 
mot appear likely that the re- 
covery, when it occurs, will be 
either sharp or rapid. In the 
meanwhile and until the evidence 
is convincing that recovery is 
firmly under way, the Federal 
Reserve will adhere to a basic 
policy of monetary ease even 
though its efforts in this direc- 
tion may be less active than dur- 
ing the past winter. 

There are three important re- 
épects in which banks will be af- 
fected by the prolongation of the 

ness recession and the main- 
tenance of easy money conditions: 


(1) A further rapid growth in 


(2) A shortage of suitable loans 
and investments. 

(3) Declining yields 
loans and investments. 


on new 


Impact Upon Commercial Banks 

As a result of the recession, 
business loans at commercial 
banks have fallen by about 6.7% 
since the end of October 1957. 
There has been a moderate rise in 
loaus on securities but little net 
change in either real estate or 
consumer loans. At the same time 
that loans have been falling, the 
banks have been investing heavily 
in United States Government and 
to a lesser extent in municipal 
securities. The gain in deposits of 
the banking system is the direct 
result, of course, of the purchases 
by commercial banks of these 
government securities facilitated 
as it was by the Federal Reserve’s 
easy money policy. 

Since the adoption of an easy 
money policy in November 1957, 
the Federal Reserve has furnished 
the member banks with large 
amounts of new reserves. Between 
mid-November, 1957 and June 11, 
1958, the Federal Reserve pur- 
chased $899 million of government 
securities and released $1,450 mil- 
lion of reserves by lowering legal 
requirements; a contraction § in 
currency in circulation added an 
additional $235 million and mis- 
cellaneous factors $70 million, a 
grand total of more than $2,600 
million. These funds were partly 
needed to offset a gold outflow of 
$1,137 million but were largely 
used by member banks to reduce 
their indebtedness to the Federal 
Reserve Bank by $727 million, 
and to cover $840 millien required 
to be held against the rise in their 
deposits. It is the latter figure 
which is the really significant 
index of the Federal Reserve’s ac- 
tions in creating an easy money 
environment, 

The expansion in deposit lia- 
bilities at all commercial banks 
in the last seven months was 
roughly $9 billion on a gross basis 
and about $7 billion when ad- 
justed for float, interbank and 
government deposits. This expan- 
sion was generated by commercial 
bank purchases of Federal Gov- 
ernment and municipal securities 
amounting to about $8 billion. 
Here we have a classic illustration 
of how commercial banks as a 
system, given an initial quota of 
excess reserves, can create de- 
posits through the purchase of se- 
curities. 

As long as net free reserves 
(excess reserves minus borrow- 
ings) are maintained at a level of 
$500 million, commercial bank de- 
posits will continue to expand. To 
maintain a fixed target such as 
$500 million of net free reserves, 
the Federal Reserve must not 
only offset any contractive in- 
fluences on reserves such as gold 
outflow or currency demands but 
alsc must create the new reserves 
that are needed to cover the legal 
requirements against the addi- 
tional deposits being created 
through commercial bank pur- 
chase of securities. These added 
free reserves will continue to be 
provided through Federal Reserve 
open market purchases or through 
lowering of legal reserve require- 
ments, 

The deposit expansion of com- 
mercial banks since the start of 
easy money last November has 
been mainly in the form of time 
deposits. Until recently privately- 
held demand deposits had shown 
hardly any net change. This is a 
rather surprising result. The ex- 
planation lies only partly in a 
shift earlier this year by foreign 
accounts into time deposits from 
Treasury bills which were sold 
via the market to the commercial 
banking system. Possibly a num- 
ber of corporations have also suc- 


ceeded in persuading banks to ac- 
cept time deposits; but corpora- 
tions have been more inclined to 
pay off debts than build up cash 
balances, while the new demand 
deposits being created by bank 
purchases of securities have 
tended to flow partly into per- 
sonal ownership and to be 
switched from demand to savings 
accounts on which a 3% rate is 
still being paid by many com- 
mercial banks. 

Hereafter, the expansion in de- 
posits seems bound to proceed at 
an accelerated pace and it is likely 
to take the form increasingly of 
demand rather than time deposits. 

Continued growth in the money 
supply is assured by the prospec- 
tive Treasury deficit which for 
the next 12 months was recently 
estimated at $11.1 billion by the 
Joint Committee on Internal 
Revenue Taxation. Although the 
Treasury may endeavor sporad- 
ically to lengthen the maturity of 
its debt, by offering long-term 
bonds, the bulk of the funds wiil 
be raised by the sale of short and 
intermediate term securities to 
the commercial banks since to do 
otherwise would preempt savings 
which are needed to finance 
building and capital investment. 


Impact on Mutual Savings Banks 


Mutual savings banks have also 
been affected by the decline in 
the demand of funds and by the 
Federal Reserve’s easy money 
policy. 

Monetary controls are some- 
times discussed only in terms of 
their direct quantitative effects 
upon commercial banks. However, 
monetary policies also affect sav- 
ings banks in various ways: (1) 
by changing the market value of 
their investments in _ securities, 
mortgages and other assets; (2) by 
changing their expectations about 
the future of interest rates and, 
consequently, their willingness to 
make forward mortgage loans and 
other commitments; and (3) by 
affecting their competitive status, 
and, hence, their rate of deposit 
gain. 

Savings banks, in contrast to 
commercial banks, can not create 
new deposits by lending and in- 
vesting. Commercial banks are 
able to create new deposits be- 
cause the proceeds of a loan by or 
from the sale of securities to 
commercial banks are redeposited 
in other commercial banks and are 
reloaned or reinvested. In con- 
trast the borrowers from savings 
banks and the sellers of securities 
to savings banks do not, in prac- 
tice, redeposit the proceeds with 
savings banks. Once funds are 
loaned or invested by a savings 
bank, they are removed from sav- 
ings bank channels. There is no 
circulatory reflux of funds within 
the savings bank system which 
permits the funds to be reloaned. 

The flow of funds through the 
savings banks is in one direction 
only. It begins with the receipt of 
deposits which normally represent 
new savings, and runs to the in- 
vestment of funds in high grade 
mortgages and securities. 

The deposits of savings banks 
can expand only if people save 
more out of income or if savings 
banks are able to attract to them- 
selves a larger share of current 
savings. 

During the first four months of 
1958 deposits at all mutual savings 
banks increased by $811 million 
compared to only $441 million in 
the same period of 1957. This gain 
was at an annual rate of about 
7.6% compared to a 542% growth 
in the calendar year of 1957. 


The recent increase in savings 
deposits is attributable to two 
factors: (1) a more cautious atti- 
tude of some consumers towards 
postponable expenditures; and (2) 
a shift from other types of finan- 
cial assets such as demand de- 
posits. The latter factor appears to 
have been the more important 
one. 

The increase that has occurred 
in mutual savings bank deposits 
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and in other liquid forms of sav- 
ings runs counter to the reported 
decline in total personal saving. 
Personal savings as reported by 
the Department of Commerce de- 
clined in the first quarter of 1958 
to $18.9 billion from $19.8 billion, 
in the fourth quarter of 1957, a 
drop of $0.9 billion at annual 
rates. 

The thesis that savings deposits 
have increased because consumers 
have cut expenditures is open to 
possible doubt considering that 
consumer expenditures declined 
in this period by only $1.2 billion 
and that this was more than ac- 
counted for by declines in credit 
financed expenditures. Cash ex- 
penditures actually rose. 

However, it should be noted 
that the statistical aggregates used 
in this analysis are subject to big 
margins of error. Moreover, per- 
sonal savings, as measured by the 
Department of Commerce includes 
the investments in plant and 
equipment and inventories of the 
owners of unincorporated busi- 
nesses. Declines in these invest- 
ments have undoubtedly occurred 
and could well explain why 
personal savings as measured by 
the Department of Commerce, 
declined. 

The Federal Reserve’s easy 
money policy, as already noted, 
has stimulated the growth in de- 
posits of commercial banks and 
some of these funds have tended 
to spill over into savings accounts. 
This shifting of funds appears 
much more likely to occur in a 
period of recession and monetary 
ease, such as we have experienced, 
than during a period of boom and 
tight money, the arguments of 
certain contemporary economists 
notwithstanding. 

During the remainder of this 
year savings bank deposits are 
likely to continue their rapid 
growth. The expected expansion 
of commercial bank deposits to- 
gether with the high costs being 
incurred by commercial banks on 
time deposits is likely to induce 
many commercial banks to lessen 
the emphasis on savings account 
promotion. Some banks have al- 
ready announced cuts in interest 
rates on savings deposits effective 
July 1. More will follow. As a 
result some funds may shift to 
mutual savings banks. 

Personal liquid savings also ap- 
pear likely to be maintained at a 
high level in view of the slowing 
down of the business recession 
and the possibility of some im- 
provement even though temporary 
in the fall. Personal income has 
held up well in the recession and 
will be supported by such things 
as pay increases of Federal em- 
ployees and unemployment com- 
pensation. At the same time con- 
sumers do not appear to be in any 
haste to spend either for houses 
or automobiles. 

With a continued influx of 
deposits, savings banks, like com- 
mercial banks will experience in- 
creasing difficulty in finding 
suitable investment outlets at 
remunerative yields. 

When the Federal Reserve re- 
versed its policy last November, 
savings banks moved promptly to 
protect themselves against declin- 
ing rates of interest by increasing 
forward mortgage commitments. 
These increased by about 33% be- 
tween Sept. 30, 1957 and March 31, 
1958. Also, the rise in bond prices 
following the adoption of an easy 
money policy last November has 
largely restored book values of 
securities and increased the flexi- 
bility of bank investment policies. 


It does not appear that the sup- 
ply of suitable investments will 
keep pace with the growth in de- 
posits except for new United 
States Treasury security offerings. 

The supply of home mortgages 
shows signs of increasing but is 
not likely to experience a really 
large gain in 1958. Housing starts 
improved in May to an annual 
rate of 1,010,000 as compared with 
a low of 880,000 in March. Easier 
credit terms under the Housing 
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Act of 1958 on insured and guar- 
anteed mortgages appear to be 
having a stimulating effect upon 
residential construction, but any 
marked increase in outlays is 
probably dependent upon a more 
certain economic outlook than 
now exists. Housing demand has 
been dulled by high prices, by 
people’s uncertainty over their 
employment and income and their 
reluctance to incur indebtedness. 

Further liquidation of business 
inventories and retrenchment of 
outlays for plant and equipment 
are certain to result insa smaller 
volume of corporate issues during 
the remainder of the year. 

Thus far, in the recession, the 
volume of corporate and munici- 
pal offerings has been very large. 
From October 1957 through May 
1958 corporate bond offerings 
amounted to $5.5 billion which 
was $0.3 billion more than in the 
same period a year earlier. Part 
of this was raised to._pay oif bank 
loans. With a declining rate of in- 
vestment in plant and equipment, 
new offerings (exclusive of re- 
funding offerings) will shrink. 

The investing of new deposit 
gains and of replacing maturing 
investments in a period of declin- 
ing interest rates will remain a 
problem. The Federal Reserve is 
bound to maintain. easy money 
conditions so long as there is any 
doubt about the business and em- 
ployment outlook. Future expan- 
sion in the money supply that will 
result from financing the Treasury 
deficit via the commercial banks 
will keep money easy. 

Although savings banks being 
long-term investors are much 
more strongly insulated than com- 
mercial banks against declining 
rates of interest, they are not 
immune. Declining yields on 
mortgages and on new corporate 
issues at a time of rapid deposit 
gain would necessitate careful 
review of interest-dividend 
policies. 


Bache & Go. Installs 
Closed Circuit TV 


Desk television screens are now 
noiselessly flashing market quo- 
tations directly to a broker’s of- 
fice. 

Installation of a closed circuit 
television system for the dissemi- 
nation of stock market quotations 
directly to a broker’s desk was 
made at the 36 Wall Street, New 
York, headquarters of Bache & 
Co., members of the New York 
Stock Exchange. 

This new, more economical 
transmitting method marks the 
first time a Wall Street registered 
representative has been able to 
view current stock activities 
within the confines of his office 
just as he might watch his own 
favorite TV program in the com- 
fort of his home. 
sets have been in<- 
various areas of the 
Bache offices: in the customers’ 
rooms, the foreign department, 
the margin department and in the 
offices of company partners. 


Fed. Land Banks Offer 
$164,000,000 Bonds 


The 12 Federal Land Banks 
offered publicly on July 1 an 
issue of $164,000,000 of 1%4% 
bonds dated July 15, 1958, and 
due Oct. 20, 1959, at a price of 
99.8125%, to yield 1.90%. 


Offering is being made through 
the banks’ Fiscal Agent, John T. 
Knox, 130 William Street, New 
York City, with the assistance of 
a nationwide dealer and banker 
group. Proceeds will be used to 
redeem $123 million of bonds 
maturing July 15, 1958, to repay 
short-term borrowings, and for 
lending operations. 


Receiver 
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Supporting NATO in this Era of 
Confidence Bat Not Composure 


the alliances became less personal 
and more political. The rules of 
the game—the treaties, the un- 
derstandings—became more elab- 
orate. But the formula was basi- 
cally the same—finding a means 
to preserve the balance of power. 

Men have had visions of some- 
thing better—a league of nations 
within which all could live in 
peace, and disputes would be set- 
tled by arbitration. President Wil- 
son established such a league 
after World War I, but the United 
States stayed.out of it, and others 
flouted its rules. So although 
much was accomplished by the 


League of Nations, it failed in 
its great purpose of outlawing 
war. 


After World War II, the vision 
reappeared and took shape in the 
United Nations. But again one 
group of nations flouts the rules 
and refuses to cooperate. 

We must keep on trying to use 
this machinery, but for present 
effectiveness in keeping the peace 
we are forced back to the old 
formula —an alliance and a bal- 
ance of power. 

That is the reason for NATO. 
There is no other assurance of 
peace. The vast Soviet power, with 
its announced aim of bringing the 
world under communist control, 
can be met only by a _ united 
opposing force. The old motto, 
“United we stand, divided we fall,” 
is as true of NATO as of the origi- 
nal 13 states. 

The NATO alliance is flanked by 
the Bagdad Pact and by SEATO, 
but it is NATO which most directly 
faces the Russian threat. It is the 
most effective deterrent. 


Seme NATO Achievements 


How has NATO performed in its 
nine years of existence? We must 
think back to the time after the 
Second World War when the ar- 
mies of the West were disbanding 
and remember that Russia, up to 
then our ally, did not disband her 
armies. It takes an effort of mem- 
ory to tabulate the westward pro- 
gression of Soviet imperialism 
which followed so swiftly, and had 
to be stopped at all costs. Action 
was necessary—fast action—or the 
ideal of freedom, the hope of the 
West was doomed. 

Action was taken; and from the 
time NATO was formed, the So- 
viet has made no further progress 
westward. 

A few illustrations will show 
how the NATO countries learned 
to work together. When NATO 
came into being, there were less 
than 20 airfields assigned to NATO 
which could be used by jet air- 
craft in Western Europe. Yet, 
military strategy called for a 
highly mobile air force as one of 
the principal elements of defense 
and counterattack for the NATO 
shield. Today, there are over 
160 such airfields and another 
60 under construction scattered 
throughout the countries of NATO, 
on guard against any attack. 

The story of the building of 
these airfields demonstrates one 
way in which the countries of 
NATO have learned to work to- 
gether. After a committee of 
experts decided that it was stra- 
tegically necessary to build an 
airfield in country X, bids were 
invited from qualified firms in the 
member countries for its construc- 
tion. When the bid was accepted, 
and the contract awarded, the cost 
of construction was apportioned 
among all the governments of 
NATO. This fact is one of the most 
electrifying episodes in Atlantic 
history. I can think of no parallel 
for this voluntary cost-sharing 
from which the sinews of NATO 
have been built. 

By the same process, literally 





thousands of miles of communica- 





tion. wire and radio circuits have 
been developed to hold NATO, 
north. and south, east and west, in 
the closely woven web made pos- 
sible by modern communication. 

To take another example, it was 
decided-some time ago that a new 
type of aircraft should be devel- 
oped for support of NATO ground 
troops. The military planners in- 
sisted that it must be a jet for 
speed, but that it must be able to 
land and take off in a cow pasture. 
Furthermore, they insisted that it 
must carry the kind of armament 
which would make it a formidable 
weapon. Aviators and engineers 
laughed at the seeming contradic- 
tion in these demands, but they 
went to.their drawing boards. The 
plane was developed, and met all 
the requirements. The design was 
a combination of the talents of 
several countries. The first plane 
which is being supplied to NATO 
in this series is a combination of 
British jet motor and Italian air- 
frame design, coupled with several 
parts and equipment of French 
design. There is also a French 
airframe which interests the plan- 
ners, too. 

The Dutch have developed an 
aerial camera which some people 
say is better than anything so far 
produced. The French have devel- 
oped a type of anti-tank weapon 
of deadly accuracy and power 
which any foot soldier can use. 
Without more details, I can tell 
you that our allies, with our help, 
are doing things in the fields of 
anti-submarine warfare and radar 
and many other fields which are 
truly exciting in terms of our com- 
mon defense. 

But at NATO we are not com- 
pletely preoccupied with the busi- 
ness of war. We are still more 
deeply concerned about negotiat- 
ing a peace which we can trust, 
and which will permit a general 
reduction of armaments. 

Last summer, NATO spent 
weeks developing a disarmament 
program for discussion with the 
Soviet Union — unfortunately, to 
no avail because, reasonable as it 
was, the Soviet turned it down 
flat. 


Then last December, as you all! 
remember, the Soviet started talk- 
ing about a “Summit Meeting” 
for the purpose of discussing a 
disarmament program. NATO has 
worked unceasingly for the past 
five months analyzing the Soviet 
proposals and making our own 
counter-proposals, in the effort to 
explore every possibility of relax- 
ing the tension between East and 
West and bringing about a state 
of affairs in which the peoples 
of this world need devote less of 
their effort to preparing for war 
and more of it to improving the 
standards of living. 


All of the answers which 15 
member countries of NATO have 
made to the flood of Bulganin 


letters have been cleared through 
the NATO Council; and all mem- 
bers, including the United States, 
have repeatedly accepted sugges- 
tions from the Council for im- 
proving and coordinating their 
replies. So the West has been able 
to present a united front to Russia 
and her satellites. 

This is an important fact, ap- 
parently little understood in our 
own countries, but, I assure you, 
fully understood in Moscow. The 
immediate result is that the 
Soviet intensifies its efforts to 
weaken NATO, usually through 
attempts to make trouble between 
the members, or through skillful 
press propaganda throughout the 
world aimed to create the utterly 
false impression that NATO is 
“tottering” or “crumbling” — you 
can find these words any day in 
the papers you read. 
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It is a long and often discourag- 
ing road toward peace and dis- 
armament, but the Western pow- 
ers will explore every reasonable 
possibility which might lead even 
one step away from wars, both 
hot and cold, toward peace. Con- 
versations, as you know, are going 
on today in Moscow between the 
Soviet Foreign Minister and the 
Ambassadors of France, the 
United Kingdom, and the United 
States. 

Members of NATO would be 
happy indeed if the Alliance could 
devote less of its efforts to mili- 
tary preparedness and more to 
those many other problems on 
which the NATO organization has 
proved so effective an instrument. 
But under anything like present 
conditions, we cannot let down 
our guard and must keep pace 
with every improvement in mili- 
tary capacity wherever and when- 
ever it appears. 


The Future of NATO 


Many have questioned the en- 
during strength of our alliance. 
Russia has long believed that an 
alliance built on free enterprise 
sows the seeds of its own destruc- 
tion. Others have wondered if our 
faith in democracy had become so 
jaded and enfeebled that it could 
not stand firm against the fresh 
and sweeping tide of totalitarian 
dogma. Many doubt that the 
diverse interests of 15 nations 
with varied political pressures can 
be held in the needed unison, 
under the constant blare of ad- 
verse Russian propaganda. 

My experiences at the Council 
tables of NATO and OEEC have 
renewed my faith in the effective- 
ness of such international co- 
operation. 

The reasons are fundamentally 
rather simple, because they are 
based upon the _ strongest and 
most elementary instincts of man- 
kind. 

The first reason is self-preser- 
vation. The NATO countries know 
that only through mutual strength 
can they offer adequate resistence 
to the overwhelming power of the 
Soviet. 

The second is a common herit- 
age. NATO countries can get on 
together, because their ideals, 
their principles, are similar. They 
share a great spiritual and ethical 
wisdom to which many genera- 
tions have contributed. 

Third, NATO countries have 
learned the techniques of working 
together. I want to stress particu- 
larly this very important point, 
for most people do not realize how 
very far we have come along this 
road. 

Background of OEEC 

The process by which these 15 
nations have learned to work in 
harmony is worth tracing. Bank- 
ing had a share in it, as I know 
from personal experience. After 
World War I, Benjamin Strong, 
Governor of the Federal Reserve 
Bank of New York, working with 
Montague Norman, Governor of 
the Bank of England, began a 
movement for cooperation among 
the central banks of the Western 
countries. During the decade of 
the 20’s, personal relations were 
established among the heads of 
these banks. In addition, these 
banks joined in extending credits 
to the central banks of various 
countries to support programs of 
financial and economic recovery. 
The Finance Committee of the 
League of Nations was a partner 
in these undertakings. 

Central banking 
was formalized in the establish- 
ment in 1929 of the Bank for 
International Settlements in Basle, 
Switzerland. Here, for 29 years, 
central bankers have been learn- 
ing to work together and to 
consult on international problems. 

The end of World War II saw 
the creation of a whole series of 
training grounds for international 
cooperation: the United Nations, 
the International Monetary Fund, 
and the International Bank. In 
Europe, particularly, the Marshall 


cooperation 


Plan gave rise to the OEEC—the 
Organization for European Eco- 
nomic Cooperation —- and out of 
that sprang the Coal and Steel 
Community; the Common Market; 
Euratom; and, we hope, the Free 
Trade Area. 

These activities have bred a 
group of men who understand 
international problems, who think 
in international terms, and most 
important, are dedicated to the 
a of international coopera- 
ion 


The strong rock upon which 
NATO is fownded can be said to 
be made up of these elements: 
dedication to a common objective 
—peace with freedom—plus tech- 
niques and understanding de- 
veloped through successful co- 
operative experience. 


What then do we see as to the 
future of NATO? With these great 
elements of strength, can we look 
forward with confidence and 
serenity? We can, I believe, have 
confidence but not composure. In 
this dynamic world, all history 
and today’s turbulence and clash 
of opposing forces teach us that 
there is no room for complacency 
or relaxation. The future will be 
what we make it. 


The Russian Sputniks have 
shown us that in military science 
we can no longer take for granted 
our leadership in the race. Just to 
retain our present military bal- 
ance of power, we must con- 
stantly renew the arsenal of the 
NATO countries with more modern 
weapons. The science and the 
industry devising and producing 
those weapons must move contin- 
ually forward. 

But the contest between East 
and West is not military alone. 
Economic power is increasingly 
a political tool. Russia as we have 
seen does not hesitate to use at- 
tractive economic offers to beguile 
potentially explosive areas like 
the Middle East. The recent can- 
cellation by the Soviet of loan 
commitments made to Yugoslavia 
shows that these Russian offers 
can’t always be trusted. But they 
are tempting bait, and we cannot 
afford to ignore them or their 
possible results. 


Sometimes we can find ways of 
debunking the Russian proposals 
when they are unsound and ob- 
viously political. But the Western 
countries need to devote more at- 
tention to strengthening their own 
economic programs for the less 
developed areas. Already we are 
doing a great deal through exist- 
ing institutions such as the Inter- 
national Bank and Monetary Fund, 
the Export Import Bank, and our 
foreign aid programs. We are 
doing well, but not quite well 
enough to be sure of winning this 
economic contest. Of course you 
will understand that I am not 
advocating just a “Keep up with 
the Joneses” economic aid pro- 
gram. You well know my opinion 
in regard to unnecessary govern- 
ment spending! It is not so much a 
question of the amounts as of the 
skill and wisdom in administering 
economic aid. 
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In many other and more subtle 
ways, the Soviet is seeking to win 


men’s minds to their t 
losophy of life. To. 
this, one has only to 1 


exhibits in the Soviet and par- 
ticularly in the Czechoslovakian 
buildings at the Brussels’ Exposi- 
tion—and then at our @ewa. 
is a challenge of salesmanship 
which we have not yet found 
convincing answer, and it is 
just a question of “hard” or “ 
selling. 

The fourth of these el 
I have already discussed; 
the way to lasting peace. 
we have peace because we have 
balance of power. Thig 
spell we must use to try to 
the way to a firmer and better 
peace te replace the cold war, f 
have told you how NATO is work- 
ing. on this. It is a long and ex- 
ae job but we shall keep 
at it. 

So on these four fronts there is 
no room for complacency nor for 
slacking off. NATO, with near 
10 years of experience, and wi 
the gradual broadening over these 
years of its field of operations, has 
here a great opportunity and re- 
sponsibility for leadership. 

So my prediction for NATO is 
one of optimism for a useful and 
even a brilliant future—subject 
to one condition. 


That one condition is an in-« 
formed public opinion in the 
NATO countries, which will give 
its purposes constant and vigorous 
support. 

No free nation willingly as- 
sumes great expenses involving 
sacrifice on the part of the tax=- 
payers unless there is real as- 
surance that the public good de- 
mands it—nor will such sacrifices 
be continued unless there is strong 
evidence that the benefits thereof 
are of present value and future 
promise. 

This evidence for NATO exists 
abundantly. I hope that I have 
been able to reinforce your reali- 
zation of it. It is the best and the 
strongest life insurance currentty 
available to us here in the United 
States, as it is to our partners of 
the Western world. 

Support is not purely a matter 
of dollars and cents. It is even 
more a question of understanding 
and militant faith. 

That is what NATO needs to 
fulfill its difficult tasks. That is 
what I hope and believe you will 
give us. 


Join Marvin C. Yerke 


(Special to THe Financia CHRONICLE) 
COLUMBUS, Ohio—Godfrey 
Horst, Linn Hurd and Ralph 
Trachsel have become connected 
with Marvin C. Yerke and As- 

sociates, 40 West Broad Street. 


Morgan Davis 


Morgan Davis, formerly head of 
Morgan Davis & Co. and at one 
time a member of the New York 
Stock Exchange, passed away 
June 24 at the age of 83. 
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Three Legged Stool Supports 


Private 


particularly as it relates to the 
public power program. I am no 
expert in evaluating advertising 
but what I have seen of this pro- 
gram to date strikes me as similar 
to an attempt to sell oranges by 
¢tating what is wrong with apples. 
A negative approach represents 
wasted effort. It is my firm be- 
Rief that the investor-owned elec- 
tric industry has the same friends 
@nd supporters it had before this 
ndvertising program began — and 
few, if any more, as a result of 
this program. The ads refer to the 
fact that you pay taxes which in 
turn are used to support and 
expand your competitors. Who 
cares? 

Unless the consumer is made 
aware that by this he is adversely 
affected and further that investor- 
owned utilities perform a better 
service for the same or lesser 
charge, the advertising program 
can do no more than anger the 
supporters of REA and other pub- 
lic power project supporters. You 
should sell your advantages, not 
the other fellow’s faults. An af- 
firmative factual program to edu- 
cate the public to the value and 
advantages of investor - owned 
utilities is a legitimate business 
object and should be so treated. 
A negative attack on a competitor 
does not warrant the same con- 
sideration. 


While utility management must 
answer to the investor, utility 
regulation is required to answer 
to the consumer. If we could 
establish an optimum rate of re- 
turn for every company, I am 
eure we would find that manage- 
ment would seek more and that 
regulation would provide less in 
mearly every case. This is alto- 
gether natural because of the rela- 
tionships involved. 

It seems to me there is a fur- 
ther natural desire on the part 
of the utility investor to combine 
the protection of a monopoly with 
the income of a successful spec- 
ulative enterprise under super- 
vision of benevolent regulation. 
Where the rate of return is good, 
many investors want further im- 
provement. This is not going to 
happen. Electric utilities cannot 
expect to earn profits on the same 
basis as other commercial ven- 
tures under existing regulatory 
philosophies. 


Returns to Investors and 
Consumers 


Efficient management and cost 
faving practices are expected of 
the utilities. Savings derived must 
be passed back to the consumer 
rather than to the investor. All 
found and reasonable rates oi 
return allowed by reglatory agen- 
cies provide for adequate divi- 
dends on equity capital with addi- 
tional sums for transfer to sur- 
plus. These stable earnings are 
the most that can be anticipated 
by the investor. 

It is my belief that efficient 
management should be well and 
liberally rewarded by the utility 
Owners and such rewards ap- 
proved by regulation. There 
should be some incentive to cut 
costs other than merely being able 
to retain a job. The fact that good 
Management is rewarded can be 
used as an inducement in recruit- 
ing programs. 

The ability to employ not just 
well qualified but outstanding 
voung men for executive training 
is of vital importance to the util- 
ity industry. Regulation must 
realize this and cooperate whole- 
heartedly by allowing the utilities 
free rein in setting attractive sal- 
aries and providing liberal fringe 
benefits. If the electric power 
industry is to remain in large part 
investor-owned, the best brains 


Utility industry 


available must be brought into 
the industry. 

So far we have discussed what 
should be expected of the investor 
interests in the utility industry. 
The problems of the industry are 
many. 


Ex Post Factor Regulation 

I recognize one of the problems 
of the utility industry is that reg- 
ulatory agencies are by their na- 
ture “second guessers.” The util- 
ity never knows whether it has 
hit a home run or has struck out 
on a specific matter until] the reg- 
ulatory agency rules ex post facto. 
This type of regulation is far from 
satisfactory. 

The regulatory agencies must 
become more of a positive force 
by anticipating problems and pro- 
viding policy solutions so as to 
establish guideposts for the indus- 
try before it makes a wrong turn. 

This does not mean that regula- 
tion should either abdicate or 
issue a blank check to the indus- 
try. So long as the utilities are 
operated by fellow human beings, 
there will be those who are guilty 
of excesses and abuses unless 
curbed. But, enlightened regula- 
tion can in many instances point 
the direction and give utilities to 
understand they are safe so long 
they remain headed in that 
direction. 

Sound 
benefit 
as the 
prevention 


as 


real 
well 
the 


of 


as 


regulation is 
to the industry 
consumer. Through 
or correction of ex- 
cesses it can in effect save the 
industry from itself. Regulation 
can also serve to bridge the gap 
of misunderstanding and misin- 
formation between the public and 
the consumer provided the reg- 
ulatory agency is one in which 
the public can have confidence. 
Here let me say that the industry 
has a very large stake in the 
creation of well respected regula- 
tory agencies in each state. Such 
an agency can, where the facts 
dictate, grant necessary rate in- 
creases without drawing the wrath 
of the public on the utility or 
fear of political reprisal on the 
agency. 

The need of regulation to be 
able to recruit men of oustanding 
ability with inquiring minds is of 
no less importance than the same 
requirement of the utility indus- 
try. Regulation cannot fulfill this 
need without the active support 
of the investor-owned utilities. 
This problem touches the regula- 
tory philosophy of the investor 
and management. 


Denies Full Disclosure Harms 
Investors 


It is patent that some investors 
and some members of the utility 
management iraternity feel that 
that regulation is best which reg- 
ulates least. In those circles the 
belief is that regulatory agency 
orders are a good thing to hide 
behind when rates are increased 
or service unavailable, but it is 
preferable for the agency to be 
unable to obtain too much knowl- 
edge about the utility. These 
people operate on the theory that 
a let of knowledge can be a dan- 
gerous thing. 


I do not think this feeling is 
representative of even a majority 
of the people who comprise the 
investor-owned electric industry. 
But if you are candid about it, 
you will admit that this view is 
shared by some and no doubt 
considered by others. In my opin- 
ion, this view, this approach to 
regulation, is all wrong. It is 
based on the erroneous premise 
that if regulation knows the full 
facts of the utility operation such 
regulation will automatically be 
unfair to the investor. With only 
rare exceptions, it. has been my 


experience that the regulatory 
personnel I know want to do 
equity to the utility and will, if 
properly informed, protect the 
interest of the investors. 

The natural conclusion is that 
those who fear too much regula- 
tion either have skeletons in the 
closet of else consider that regu- 
latory personnel are not capable 
of understanding the import of the 
full facts. 

Now if there are _ skeletons, 
those who have them are indeed 
foolish not to dispose of the skele- 
tons voluntarily. Skeletons have 
the bad habit of emerging at in- 
opportune times. 

The consuming public is not 
composed of morons. As a matter 
of fact, a lot of you people will 
be retiring in the future and mov- 
ing to areas served by other com- 
panies. When you live on retire- 
ment income not only does the 
utility bill become important but, 
in addition, electricity is your 
field and you will have a natural 
curiosity about the local utility 
operation. This has happened ip 
Florida. Let me add that we have 
not been confronted in Florida 
with any of these skeletons. My 
point is that the facts will ulti- 
mately come to the surface. 

The feeling about the inability 
of regulatory personnel to under- 
stand, if true, goes right back to 
my statement that we can have 
good sound regulation only with 
the help of the utilities. We ob- 
tain our technical staff on the 
same basis as private enterprise 
—on the basis of compensation. 
Utilities as well as customers 
should share the responsibility of 
seeing that state regulatory agen- 
cies have the necessary funds for 
informed and fair regulation at all 
times. 

I refer to the technical staff 
rather than the elected or ap- 
pointed Commissioners. With a 
well qualified staff, I believe that 
there will be sound and equitable 
regulations; without such a staff, 
the utilities and the public are 
both going to suffer. 

We say in regulation we are 
aware of the fact that the elec- 
tric industry is experiencing a 
tremendous growth. We say we 
realize that adequate financing 
for this growth must be provided. 
If we are to implement this reali- 
zation, we must take a new look 
at regulation. 


Purchasing Property for Fature 
Use 

One instance is that of property 
held for future use. Once regula- 
tion can concede that our econ- 
omy is in a normal state of con- 
tinuing inflation, the conclusion 
is inescapable that prudent man- 
agement must invest in land today 
for the construction of facilities 
years hence. Such land should be 
included in the rate base. This 
does not indicate any intention 
to permit the utility to buy land 
for speculative gains in the sale 
of re?” estate. 

The benefit of such farsighted 
action to the consumer is obvious 
once we assume that a substan- 
tial portion of the consumers will 
be the same when the property 
is purchased and when the new 
facilities do come into operation. 
With the rate of growth predicted 
for the electrical industry for the 
next 20 years, I believe this as- 
sumption to be valid. 


Inflation, Investors and Rate 
Making 


Inflation seems to me to be a 
normal attribute of our economy. 
The only change we encounter is 
one of degree. Regulation must 
come to grips with this problem. 
Where I previously referred to 
Stable earnings for the investor 
the stability, to my mind, must 
be based on present purchasing 
power of the dollar. Attrition, 
economic depreciation or what- 
ever term is utilized to define 
the effect of inflation on the pur- 
chasing power of the dollar must 
be considered in rate making if 
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we are to be equitable in our 
treatment of the investor. 

So far we have no final answer 
on the treatment of the problem. 
It seems that solution must come 
through the rate base valuation 
or through the rate of return. The 
problem can be simplified if we 
acknowledge that inflation is here 
to stay rather than attempting to 
find solutions based on the theory 
that inflation represents a tem- 
porary maladjustment in our 
economy. 

The privately-owned electric 
industry does indeed rest on the 
support of the investor, the con- 
sumer and regulation. Without 
the combined support of these 
groups, the structure will imme- 
diately collapse. The utility in- 
dustry as a public service enter- 
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prise must play the game with 
all the cards on top of the table. 
The privately-owned electric in- 
dustry has up to the present done 
a truly magnificent job in meeting 
the needs of the nation during a 
rapidly expanding economy. 

The job is not yet done, the race 
is not over. Now is not the time 
to admire your laurels. It is a 
time for greater endeavor, more 
foresight in future planning to 
assimilate nuclear energy and a 
time to educate the public to the 
contributions made for their bene- 
fit by free enterprise intelligently 
managed. It is a time to realize 
that only with the support of an 
informed public and of sound, 
well qualified regulation can the 
predicted gains of the industry 
become reality. 


The Price of Gold and the 
Devaluation of the Dollar 


give Russia completely free of 
charge, a very large increase of 
purchasing power in the U. S. and 
in the rest of the world. This is 
the very last thing that the Amer- 
ican government could wish and 
if there were no other objection 
to an increase of the price of gold 
this one would be strong enough 
to deter the U. S. Government 
from ever undertaking such a 
venture. 

Dollar Devaluation Starting 
World Chaos 


Most of the time, a devaluation 
intended to stimulate foreign 
trade and to improve the balance 
of payments. As the balance oi 
payments of the U. S. is active 
and since the U. S. gold stock is 
the largest in the world, a de- 
valuation of the dollar would not 
increase the amount of foreign 
money that could be invested in 
the U. S. On the other hand a 
devaluation would decrease the 
gold value of American invest- 
ments abroad (as well as the pur- 
chasing value of foreign aid since 
its amount in dollars would re- 
main unchanged). 

No major advantage would be 
gained in foreign trade either, as 
exports constitute only 7% of the 
total of all business operations. 

Moreover, imports expressed in 
American dollars would become 
more expensive. This could hardly 
contribute to an increase in 
volume of commodities imported. 
As the U. S. purchase more than 
50% of all commodities consumed 
in the world, a devaluation of the 
dollar would bring a sharp defla- 
tion among the world producers 
of commodities. Since most of 
these countries belong to the 
sterling zone, a devaluation of the 
dollar would bring a devaluation 
of all the currencies attached to 
the pound sterling. This would be 
unavoidably followed by devalua- 
tion of European currencies 
finally producing world chaos. In 
this case again, Russia would be 
the only beneficiary. One may re- 
call that Lenin wrote that “the 
debasement of currencies is one of 
the surest ways of bringing Com- 
munism,” 


is 


Inflation: A Permanent Danger 


The American government is 
certainly aware of this danger. 
This is the reason why it is al- 
ways considering inflation as the 
Public Enemey No. 1; the present 
recession being considered as a 
transitory phenomenon which 
should disappear within one or 
two years, as soon as the neces- 
sary corrections have been brought 
to prices, inventories, salaries and 
installment debts. 

In intervening too early or un- 
necessarily, the government is 
afraid of bringing about a rekin- 
dling of inflation which would 
carry the economy into a state of 


fever impossible to maintain on a 
permanent basis and which would 
ultimately produce another reces- 
sion more severe and more diffi- 
cult to cure than the present one. 


Most people have mistaken ideas 
about government intervention. 
They believe that without govern- 
ment intervention, a recession will 
last forever, which is not correct; 
in the past, many recessions have 
come and gone without any inter- 
vention. They also believe that 
government moves will stop a re- 
cession; this it not correct either 
in a free economy. Official inter- 
vention in the past very often has 
been “too little and too late.” 


Government Intervention 


The size of the currently men- 
tioned governmental initiative is 
not as big as it looks: a reduction 
of five billion in taxes and an 
increase of seven billion for pub- 
lic works make a total of 12 bil- 
lion which is only 5% of the en- 
tire Public Debt. It would create 
a deficit in the budget of about 
20% which, of course, is not 
negligible, but which would be 
considerably less than the deficit 
incurred during World War I. 
This deficit would only last a 
couple of years and would dis- 
appear with the economic recov- 
ery of the country. 

It is only in the extreme case 
of a depression lasting several 
years that this deficit could be- 
come a permanent feature and 
would have to be financed by a 
permanent monetary inflation. 
Assuming this situation would 
arise, an official devaluation of 
the dollar could still be avoided 
as long as the Public Debt is in- 
creased in proportion to the needs 
of the government. Because of 
the international political impli- 
cations, outlined at the beginning 
of this article, Congress would 
accept successive increases of the 
Public Debt—an internel measure 
—with less reluctance than a de- 
valuation of the dollar—an inter- 
national measure. (From 1939 to 
1958 the Public Dept has in- 
creased from $40 billion to $280 
pillion.) 


The Level of Prices 

A monetary inflation in a more 
or less closed economy such as 
the economy of the U. S. could 
very well take place since its citi- 
zens are not well acquainted with 
currency problems and have 
neither the wish nor a strong de- 
sire for the exportation of funds 
abroad. The situation would be 
somewhat similar to the one ex- 
isting during World War II: a 
large deficit of the budget, a per- 
riod of underconsumption, an im- 
portant increase in the Public 
Debt covered by government 
loans, subscribed by banks and by 


the public. At that time, there 
was no devaluation of the dollar 











but a slow increase of prices and 
in the cost of living. 

The impact on prices, this time, 
may be less than it was during 
the war since the productive ca- 
pacity of the U. S. would be used 
only for peaceful means. At pres- 
ent, only 80% of the total pro- 
duction is utilized and this per- 
centage could very well decrease 
further in case of a deeper reces- 
sion. 

Furthermore, consumers are well 
provided with goods. The low 
birth rate in the 30’s will slow the 
grewth of the economy during the 
next few years until we reach the 
“golden 60's.” Price rises are 
restrained in an economy which 
has spent over $270 billion for 
expansion during the last 10 years 
and can easily increase further its 
productive facilities. In fact, for 
the near future, price declines are 
to be expected and surprisingly 
enough, several years may elapse 
before prices will rise above their 
recent peak. Everybody remem- 
bers that during the Roosevelt 
New Deal prices did not go up 
very much. Why? Because it is 
monetary inflation which pushes 
prices up, not devaluation. If dur- 
ing the New Deal, pricés did not 
go up as much as expected, it is 
because the monetary inflation 
was too small, notwithstanding 
the devaluation which Was prob- 
ably too deep. 


Depreciation of the Dollar 


A large monetary inflation could 
affect the external value of the 
dollar. Foreign currencies, such 
as the Canadian dollar or the 
Swiss franc, could then sell at a 
premium over the U. S. dollar, as 
was the case for a time after 
World War II. But, if Canada and 
Switzerland would adopt the same 
policy of monetary intervention, 
it would also affect their cur- 
rencies and prevent them from 
selling at a premium over the 
U. S. dollar. 

Only in case of a long and deep 
depression fought with exception- 
ally large monetary measures, 
would there be an internal depre- 
ciation of the dollar through a 
rise in domestic prices and pos- 
sibly an external depreciation 
abroad, but there would never be 
a legal devaluation of the dollar, 
nor an increase in the price of 
gold. 


Denver Analysts 
Elect Officers 


DENVER, Colo. — William S. 
Jackson, Jr., Hamilton Manage- 
ment Corporation, has been 
elected President of the Denver 
Society of Security Analysts, suc~ 
ceeding Martin G. Decker, United 
States National Bank. 

Other officers chosen were 
Robert I. St. Clair, International 
Trust Company, Vice-President; 
Robert F. Archibold III, Peters 
Writer & Christensen, Treasurer; 
Willard H. Marsh, U. S. National 
Bank, Secretary; and Mrs. Betty 
M. Little, Colorado National Bank, 
recording Secretary. 

Mr. Decker was also chosen as 
a director of the National Federa- 
tion of Financial Analysts Socie- 
ties, for a three-year term. Milton 
N. Hart, International Trust Com- 
pany, was named Vice-President 
of the National Federation. 


Herman G. Ferse With 
R. L. Colburn Company 


(Special to Tage PinanciaL CHRONICLE) 
SAN CARLOS, Calif.—Herman 
G. Frese has become associated 
with R. L. Colburn & Co. of Los 
Angeles. Mr. Frese formerly con- 
ducted his own investment busi- 
ness in San Carlos. 


With Robert Ferman 


(‘Special to Tue Financia, CFRONICLE) 
MIAMI, Fla.—Robert M. Bress- 
ler is now affiliated with Robert 
L. Ferman & Company, Ainsley 
Building. 
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Grand Union Go. Fixes Terms on Rights Offering 


Morgan Stanley-W. E. Hutton Group to underwrite transaction 


The Grand Union Company is 
issuing to the holders of its com- 
mon stock rights to subscribe for 
$10,426,700 of 443% subordinated 
debentures due 1978. The company 
is the second oldest and one of the 
largest retail food chains in the 
United States. 

Common stockholders may sub- 
seribe at the rate ef $100 principal 
amount of debentures for each 23 
shares of common stock held of 
record on July 1, 1958. The sub- 
seription offer will expire at 3:30 
p.m., New York time, on July 21, 
1958. 

Morgan Stanley & Co. and W. E. 
Hutton & Co. will jointly head a 
group of investment firms which 
will underwrite the offering. 

The debentures, unless previ- 
ously redeemed, are convertible 
into common stock on or before 
July 15, 1968, at $46 principal 
amount of debentures for each 
share of common stock. 

A sinking fund provides for an- 
nual payments in each of the years 
1969-77 calculated to retire prior 
to maturity 75% of the debentures 
outstanding at the expiration of 
the conversion period on July 15, 
1968. The sinking fund redemption 
price is 100%. Optional redemp- 
tion prices range from 104% if re- 
deemed prior to July 15, 1959, to 
the principal amount on and after 
July 15, 1975. 

A portion of the net proceeds 
from the sale of the debentures 
will be used to retire all outstand- 
ing short-term bank borrowings, 
including those incurred in con- 
nection with the acquisition last 
month of 41 “Empire Stores” of 
Schaffer Stores Company, Inc. and 
seven “Mohican Stores,” to re- 
plenish cash already expended in 
these acquisitions, and to pay the 
unpaid balance of the purchase 


price. The aggregate purchase 
price was $8,000,000, of which $5,- 
000,000 has been paid. The val- 
ance of proceeds will be added to 
the company’s general funds and 
will be used for working capital 
and other general corporate pur- 
poses, including the anticipated 
installations during the current 
fiscal year, at an estimated total 
cost of $7,500,000, of fixtures and 
other equipment in new stores 
opened by the company. 

The company operates a chain 
of retail food and grocery stores 
and one-stop shopping centers lo- 
cated in 11 eastern states, the Dis- 
trict of Columbia and Ontario, 
Canada, 426 stores being in opera- 
tion’on June 10, 1958. 

Giving effect to this financing, 
Grand Union will have a total 
long-term debt of approximately 
$28,504,000. Also outstanding at 
June 30, 1958, were 110,988 shares 
of preferred stock of $50 par value 
and 2,398,138 shares of common 
stock at $5 par value. 

During the past five years the 
company’s sales have increased 
from $201,793,000 for the 52 weeks 
ended Feb. 27, 1954, to $427,871,000 
for the similar period ended March 
1, 1958. For the latest year income 
before interest and other deduc- 
tions was $12,419,000 compared 
with $10,853,000 for the 52 weeks 
ended March 2, 1957. Earnings per 
share of common stock for the 
year ended March 1, 1958 were 
$2.55 and dividends were 69 cents 
a share compared with earnings of 
$2.31 and dividends of 57 cents in 
the year ended March 2, 1957, 
based on the shares outstanding at 
the end of each period, adjusted 
for stock dividends, except for the 
5% stock dividend paid on May 


29, 1958. 


Rental Housing ““Boomlet” Forecast 


Quarterly newsletter of U. S. Savings and Loan League 

depicts possible oncoming “boomlet” in construction of rental 

units. Noting the stimulus in one unit home building and rise 

in vacancy rates, the Letter wonders, however, whether initial 
sales spurt may be sustainable. 


A “boomlet” in the building of 
rental housing may be in the 
offing, the “Quarterly Letter” of 
the United States Savings and 
Loan League said recently. 

Noting that multiple family 
apartment construction now ac- 
counts for a larger proportion 
(20%) of housing starts than at 
any time since 1952, the League 
publication said: 

“It may well be that we are 
now on the threshold of a boomlet 
in the construction of rental 
units.” 

The League is the national trade 
organization for more than 4,400 
savings and loan institutions. Its 
“Quarter Letter” is written by 
Norman Strunk, Executive Vice- 
President, and Leon T. Kendall, 
staff economist. 

In discussing the prospects for 
an increase in apartment building, 
Strunk and Kendall said that al- 
though the sinzle-family house 
has received virtually all the em- 
phasis since Worid War-II, some 
of the “basic factors” underlying 
that demand may be changing. 

They pointed out that couples 
forming new households in the 
years immediately ahead will be 
somewhat younger than the re- 
turning veteran of World War II 
and his wife, and probably will 
have somewhat less substantial 
means and incomes. 

“These youngsters may find the 
living quarters most attractive to 


them in apartment-type rental 
units,” said the League’s publica- 
tion. “Thus, the much-heralded 
‘war babies’ may make their 


housing demands felt first in the 
multi-unit sector of the market.” 
building 


Reviewing the home 


picture, Strunk and Kendall said 
that home construction has picked 
up recently—in part because of 
the increasing availability of the 
low down payment plans of the 
VA and FHA programs. 

“The re-entry of government 
mortgages into the _ residential 
market has caused builders in 
many parts of the country to offer 
‘no money down financing again’,” 
they continued, First reports in- 
dicate that sales of houses on such 
terms are proving satisfactory.” 

But, the League officials cau- 
tioned, whether sales will con- 
tinue to be satisfactory “is another 
question.” 

They suggested that it is pos- 
sible that sales completed now 
may be creating a “vacuum” in 
the housing market, which may 
soon prove difficult to cope with 
during the present _ recession, 
“when the typical community is 
not adding new jobs to its em- 
ployment structure.” 

“Vacancy rates rose during the 
first quarter over both the pre- 
ceding quarter and the first quar- 
ter of 1957,” said Strunk and 
Kendall. “Thus, this initial sales 
spurt may not be sustainable.” 


Form Helmac Funds 


~ Helmac Funds Corporation has 
been formed with offices at 60 
John Street, New York City, to 
engage in a securities business. 
Officers are Max Angstreich, 
President and Treasurer, and 
Martin Feinman, Secretary. Mr. 
Angstreich formerly conducted 
his own investment business as a 
dealer in mutual funds. Mr. Fein- 
man has been associated with him. 





Rai 





Western Maryland Railroad 


Western Maryland Railroad’s 
traffic has been particularly de- 
pressed this year because of the 
drop in activity of heavy industry. 
Over 60% of freight revenues are 
derived from bituminous coal, 
iron ore and other raw materials 
used in the iron and steel indus- 
tries. 

Carloadings thus far in 1958 are 
running, around 24% under those 
of a year ago, while aided to some 
extent by higher freight rates, 
gross. revenues in the first. four 
months of this year were down 
$4,438,000 or 22.5% from the like 
1957 period. The road has been 
able to keep expenses under good 
control. The property is consid- 
ered to be in excellent physical 
condition which has aided reduc- 
tion in expenses in line with the 
current volume of business. Fed- 
eral tax accruals also are down 
and this enabled the Western 
Maryland to offset all but $1,651,- 
000 of the loss in revenues for 
the period. Net income for the 
first four months of this year 
amounted to $1,404,000, equal to 
$1.83 a share on the common stock 
as compared with a net income of 
$3,061,000, or $4.35 a common 
share in the like period of last 
year. 

Much earnings-wise depends in 
coming months on the activity in 
the steel industry. There has been 
some pickup in recent weeks but 
traffic in July and August is ex- 
pected to continue at fairly low 
levels due to plant closings for 
vacations. A good recovery could 
occur this Fall and with expenses 
under control, any rise in rev- 
enues should be quickly reflected 
in rising net income. 


The road has added consider- 
able new equipment to its fleet 
and needs only additional traffic 
to again show good earnings. Last 
year, it reported net income 
equivalent to $12.20 a common 
share and if there is any improve- 
ment in general business condi- 
tions it should be able to earn 
close to $8 a share this year. This 
would cover the $3 annual com- 
mon dividend by a comfortable 
margin. 


Further contro] over expenses 
should be accomplished this year 
due to expected fall maintenance 
mechanization and the virtual 
elimination of all passenger serv- 
ice and the losses attributable to 
this business. The road also has 
a program of developing new coal 
mines which is important to meet 
the requirements of the growing 
utility industry and the steel 
mills. It might be noted demand 
for steam coal for the utilities 





has held up despite the drop in 
general business, ; 
Despite the acquisition of new 
equipment and other capital im-- 
provements, finances remam 
strong. On March 31,- 1958; case’ 
items aggregatéd $7,411,000 and 
current liabilities were $11,604,-' 
000, with net working capital ‘of: 
$6,985,000 as compared with $6,- 
018,000 at the end of 1957. It is 
estimated that the ¢ash flow from 
depreciation will fall somewhat 
short of 1958 equipment maturi- 
ties of $4,072,000. Because of this, 
and cash requirements for fur— 
ther capital improvements, plugw 
large sinking funds on bonded 
indebtedness, it is probable the 
Western Maryland will follow 2 
conservative financial policy unti£ 
such time as traffic and earnings 
show gains over current levels, 


The road has benefited from 
the growth of the Port of Balti- 
more and adjacent territory ané 
is in a position to expand further 
along with the gains in the service 
territory. 


Federal Home Loan 
Banks Offering 
$116,000,000 Notes 


Public offering of $116,000,000 
Federal Home Loan Banks 1.60% 
series B-1959, non-callable con=- 
solidated notes dated July 15, 1958 
and due Feb. 16, 1959, was made 
July 1 by the Federal Home Loan 
Board through Everett Smith, 
Fiscal Agent of the banks, and @ 
nationwide group of securities 
dealers. The notes were priced 
at 100%. 


Net proceeds from the sale of 
the notes will be used to retire 
$86,000,000 of 3.30% series F-19658 
consolidated notes on their due 
date, July 15, 1958, and for lend- 
ing operations. 

Upon retirement of the matur- 
ing issue, outstanding indebted- 
ness of the banks will aggregate 
$486 million, consisting of $196 
million of short-term non-callable 
notes and $290 million of non- 
callable five-year bonds due Aprik 
15, 1963. 


Form Vestron Corp. 


Vestron Corporation is engag- 
ing in a securities business from 
offices at 521 Fifth Avenue, New 
York City. Officers are Sauk 
Knazick, President; Stanley 
Green, Vice - President; Harvey 
Farber, Treasurer, and William 
Souweine, Secretary. 





Sauce for the Goose, but— 


“These aggressive new merchandisers (discount 
houses) represent a type of selling that has revolu- 


tionized the distribution system. 


The discount 


house operation has been able successfully and 
profitably to distribute immense amounts of con- 


sumer wares . . 


to the buying public at prices 


significantly below those charged by established 


retail institutions. 


% a 


“Old institutions and ways of doing business have 
been challenged through price competition. The re- 
sulting changes—the lowering of the costs of dis- 
tribution and the corresponding rise in efficiency— 
are precisely that economic result which effective 
competition, the goal of the antitrust laws, envi- 
sion.”—Robert A. Bicks, Department of Justice. 


It is strange that no politician talks in this way 
when farmers or wage earners are the subjects of 


conversation. 
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The Economics 


erations of Canadians have laid 
to remain as nothing more than 
mute evidence of the folly of our 
dreams? To such questions the 
emswer must be a resounding 
“No”! It will take more than 
uncertainty to block the aspira- 
tions of Canadianism because of 
the heritage of courage which is 


ours. 

Qur forbears knew uncertainty. 
They knew the uncertainty borne 
of the formidable barriers of na- 
ture. They knew the threat of 
nationalistic expansionist ambi- 
tions south of the border—ambi- 
thens which, at the turn of the 


Uncertainty has never caused 
Canadians to = a the 
paralyzing grip ar. We have 
never deluded ourselves with the 

that our economy was 

fully inflation-proof or 

recession-proof. It will take 

than the short-term swing 

economic pendulum we call 

“business cycle” to undermine 

feundations of confidence laid 

dewa in more than 90 years of 
nationhood. 


, Foundations of Confidence 


Examine the foundations of that 
confidence and I think you will 
agree that what I say is so. One 
of those foundations lies in the 

@haracter of our people. 
Another is found in the hard facts 
which underlie our economic re- 
lations with the United States. 
We know that the surface of those 
relations are ruffled today by de- 
vélopments south of the border 
Which can best be described as 
economic nationalism. Yet Ameri- 
cans themselves are keenly aware 
fhat economic nationalism is in- 
compatible, over the long haul, 
with their country’s role as the 
br and political leader of 

free world. And Americans 
know, too, that theirs is a deficit 
economy in terms of resources, 
incapable of sustaining indefinite- 
the voracious demands of in- 
production—deman ds 
which Canada for reasons that 
ate obvious is best suited to 
supply. 

Get us remember that the 
United States is also experiencing 
@ downswing of the economic 
pendulum. It is the short-term 
anxieties occasioned by this down- 
ward swing, I believe, that have 
given Tise to what we call Ameri- 
= resource protectionism. When 

pendulum swings upward 
again in the United States, as it 
must, I am confident that these 
manifestations of resource protec- 
will vanish and with them 
uncertainties which now cloud 
economic outlook. The hard 

of economics dictate that this 
must be so. The Canadian-Amer- 
ican partnership, I am sure, will 
never degenerate to the point 
where our respective countries are 
reduced to two economic solitudes, 
isolated and alone. Were that to 
happen, not only prosperity and 
progress, but the of the 


pre ne world, would be in 
‘peril. 
Trafisportation’s Progress and 
Canada’s Growth 


This brings me to my second 
EN cane a anes t role in the 
of Canadianism. From 
earliest ne. ae Soaotions ast 
geography ve eng 
architects of Canadian nationhood. 
Not until men of action met geog- 
eee ate cee nt ten 
with cibbons of steel 
were the economic foundations of 
nationhood firmly established. 


ee 


eecasion in our country’s history. 


of Canadianism 


No less surely, I suggest, is the 
surge of resource dev: opment of 
the last decade — development in 
which the railways, highways, 
aircraft and pipelines have all 
played a notable part—one of the 
great epics of Canadian transpor- 
tation progress. Both of these 
episodes in our history have 
marked Canada in the eyes of the 
world as a land of unparalleled 
opportunity. Both have had an 
enormous impact upon national 
growth and material progress. To- 
day transportation is playing a 
vital role in the conquest of the 
new resource frontiers of the 
North, just as it did in earlier 
years in opening up the Canadian 
West. 


Increased Technological Tempo 


It is on the frontiers of tech- 
nological advance, however, that 
transportation’s impact on the 
economics of Canadianism is 
greatest. Technology, to be sure, 
is no stranger to Canadian trans- 
portation. In fact, in terms of 
achievement in the realm of mass 
transportation we must acknowl- 
edge that no technological ad- 
vance can yet rival the economies 
inherent in the low friction of the 
flanged wheel rolling on steel 
rails. And nobody who possesses 
those sieel ribbons, the land across 
which they run, and the imagina- 
tion, knowledge, money and op- 
portunity necessary to improve 
efficiency of operation, need have 
anything to fear from competi- 
tion. 


The striking thing about the 
impact of technological advance 
in Canadian transportation today, 
however, is its swiftly accelerat- 
ing tempo. Diesel motive power 
will soon entirely replace the cen- 
tury-old steam locomotive. The 
efficiency and comfort of the 
stainless steel dome-equipped 
streamliner, “The Canadian,” has 
revolutionized transcontinental 
rail travel. Sturdy self-propelled 
“Dayliners” are technology’s an- 
swer to inter-city and short-haul 
passenger travel. Piggyback is 
bringing to shippers the economy 
of rail transport coupled with the 
flexibility of highway trucking. 

Technology has brought the 
pipeline to Canada’s transporta- 
tion scene, moving the West’s 
wealth of oil and natural gas to 
the marketplace. 


Technology has brought high- 
way and superhighways to meet 
Canada’s growing transportation 
needs. 

The St. Lawrence Seaway prom- 
ises to stimlulate our trade with 
other countries by bringing deep- 
sea shipping to Canada’s indus- 
trial heartland. 

The civil aviation, international 
and domestic, technological fron- 
tiers are being pushed back, put- 
ting Canada in the very forefront 
of air transport. 


I have mentioned but a few of 
the more obvious ways in which 
the transportation industry is 
pushing forward on the frontiers 
of technology. There are many 
others, less obvious perhaps, but 
no less significant in terms of 
making Canada, transportation- 
wise, one of the most technolog- 
ically-advanced countries in the 
world. 


As an engineer, I know you'll 
forgive me for dwelling as long as 
I have on how Canadian transpor- 
tation is pressing forward upon 
the frontiers of technology. The 
impact of technological advance 
upon the economics of Canadian- 
ism, however, goes far deeper 
than this. 


Not only in transportation, but 
in other fields as well, technology 
creates opportunities for progress 
which, I firmly believe, promise 
to rival even the opportunities 
which came with the opening up 


of the West and the successive 
conquests of our resource fron- 
tiers. 

You and I know the opportuni- 
ties which technology offers in 
terms of productivity gains which 
make for a more efficient, econom- 
ical output of goods and services. 

In transportation, as in other 
fields, technology is a creator of 
opportunity because it constantly 
compels older industries to devise 
new and better ways of doing 
things in order to survive and 
prosper. 


Favorable Investment Climate 


Transportation’s advance upon 
the frontiers of technology and 
the contribution it can make to 
Canada’s economic progress de- 
pends, however, in the final analy- 
sis, upon maintaining a climate 
favorable to investment. For the 
application of scientific genius 
and engineering “know-how” to 
industrial progress, whether it be 
in transportation or in some other 
field, calls for vast outlays of 
capital. 

In recent years hundreds of mil- 
lions of dollars annually have 
been invested in the improvement 
and expansion of Canada’s trans- 
portation facilities. This new in- 
vestment in transportation has 
generated a chain reaction of em- 
ployment opportunities through- 
out the entire industrial fabric of 
our country. Capital requirements 
of Canada’s transportation indus- 
try in the future will, if anything, 
be even greater than in the past. 

These capital needs, I hardly 
need to remind you, will not be 
met if organized labor, either 
through outmoded “make-work” 
rules or excessive wage demands, 
denies the investor the prospect 
of earning a reasonable return on 
his money. Nor will the money be 
forthcoming if restrictive regula- 
tion prevents any segment of the 
transportation industry from pric- 
ing its services according to the 
dictates of competition. Resistance 
to change and progress in trans- 
portation, whether it manifests it- 
self in the realm of collective 
bargaining or in the perpetuation 
of outdated restrictive regulation 
in the realm of public policy, can 
result only in less efficient trans- 
portation services, thus imposing 
an unnecessary cost burden on the 
Canadian public. 


It has long been an axiom of 
public policy in this country to 
seek to reconcile the interests of 
Canada’s far-flung regions through 
measures designed to compensate 
some areas for the inherent eco- 
nomic disadvantages of their geo- 
graphic location. This axiom of 
public policy is part of the price 
Canadians have, from Confedera- 
tion onward, been willing to pay 
to maintain their national. eco- 
nomic integrity. I do not think 
exception can be taken to this, 
provided the economic burden is 
evenly distributed and does not 
fall exclusively upon a particular 
industry. 


Power of U. S. A. Labor Leader 


I cannot help wondering 
whether the time may not be at 
hand for us to devise a similar 
axiom to reconcilé in some way 
the imbalance of power which to- 
day characterizes the relationship 
between various economic groups 
in the country. In particular I 
have in mind the vital importance 
for Canada’s economic well-being 
of reconciling in some way the 
preponderant economic strength of 
organized labor with the public 
interest in job-generating new in- 
vestment in industry. A sense of 
urgency attaches to this problem, 
as I see it, because of the influence 
exerted by union leaders in the 
United States, through interna+ 
tional unionism, upon the lives 
and jobs of Canadian workers. 


For Canada’s national economic 
integrity to be placed in jeopardy 
at the whim, and to serve the spe- 
cial interest of some union leader 
in the United States, does violence, 
I suggest, to the very spirit of 
Canadianism. 


The Commercial and Financial Chronicle . 


The consequences, in terms of the 
freedom and well-being of Cana- 
dian labor, of American-based **in- 
ternational unionism,” it seems to 
me, is one item of unfinished 
business of paramount importance 
in any consideration of the eco- 
nomics of Canadianism. I am 
confident that its solution is not 
beyond the capacities for states- 
manship of Canada’s trade union 
movement. > ‘ 

I hope that I have betn able 
to express the true sense’ of 
that abiding faith in Canadianism 
which all of us share. 

It is a faith that rests, first and 
foremost, on the heritagé of cour- 
age handed down to us by otr 
forbears—a heritage that has 
been strengthened and ‘enriched 
by the presence in our midst of 
those who have come from across 
the seas and from the “United 
States to share with us ‘in the 
great Canadian Adventure." - 

It is a faith based on the knowl- 
edge that Canada is one of -the 
resource treasure-houses~ of ‘the 
free world. iin 
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It is a faith based on the con- 
viction that the tempo of techno- 
logical advance—aptly called the 
industry of discovery—will help 
us build on the foundations of the 
past a greater Canada that will 
stand as a noble monument to 
mankind’s achievements, both so- 
cial and material. 

It is' a faith which says that 
Canadians, in the future, as in the 
past, will respond to challenge in 
such a manner that obstacles to_ 
progréss' will be turned into op- 
portunities. 

If we are to prosper, if we are 
to grow, if we are to be strong. 
and free; then we must take a 
long, hard look at policies ad- 
variced in the name of expediency 
which might divide us into con- 
flicting economic groups bent on 
imposing man-made bounds on 
‘the golden opportunities which all 
of us can glimpse. 

Let us ever be on Suard against 
conduct which calls into question 
the very essence of economic 
freedom upon which true Canha- 
‘dianism ‘rests. 





Member Bank Borrowings 
From Federal Reserve Bank 


describe briefly some of the eco- 
nomic developments and ‘bank 
lending and investing policies that 
may lead to it. ' 

The ebb and flow in the :de- 
mand for loans at commercial 
banks is a reflection ‘of the ebb 
and flow in economic activity it- 
self. In periods of rising business 
and inflation, the demand — for 
leans increases and the commer- 
cial banker wonders where to. get 
the funds to lend, how to keep 
customers content with less money 
than they wish, and ‘how: to 
maintain good will while denying 
some applicants altogether:.In pe- 
riods of declining businéss,;:on the 


other hand, the banker -seeks:cus-: 


tomers who will borrow as- well 
as do business in other ways to 
employ idle funds. : mr Tbr 
These alterations ‘in’: demand 
and supply would, of themselves, 
produce corresponding alterations 
in interest rates. Action-of the 
monetary authorities who are 
pursuing a flexible policy adjusted 
to current conditions reinforces 
such changes in interest: rates. 


When demand for loaris‘is Slack 
a banker prefers to invest’ his 
excess funds in short-térm. securi- 
ties so that the early maturities 
will provide the funds to méet*his 
needs when loan demand - again 
picks up. The same ‘is’ true of 
bankers generally ahd’ of other 
lenders. As a consequence,‘ short- 
term rates usually move’ ‘down 
much more than long-term ratés, 


and the structure of interest rates* 


takes on an upward slopé: This 
slope is confirmed wheh the mar- 
ket anticipates that rates will rise. 
The reason is that aiiyone* who 
wishes to borrow or lend for a tong 
period can do so either: by ‘means 
of a single contract for the entire 
term or by means of a series of 
short-term contracts. If the market 
anticipates a rise in rate; bor- 
rowers will prefer the long con- 
tract to beat the rise and lénders 
will prefer the short contracts so 
as to secure funds from maturities 
for reinvestment when the rise 
occurs. In other words, the supply 
of funds will concentrate in ‘the 
short market and the demand for 
funds in the long market, thus 
confirming the upward slope in 
rates. et 
That is not the whole story, 
however. Slack loan demand and 
low rates of interest put pressure 
on bank earnings. There is, there- 
fore, a strong temptation to meet 
the immediate problem of earn- 
ings by reaching out for longer 
maturities because of the rela- 
tively higher yields even’ though 
prices are high. At such times it is 


“more 


not always recognized adequately 
that any investor assumes a risk 
when he buys the longer bond. It 
is the possibility that yields may 


“go higher with a consequent loss 


of capital value. Even a relatively 


‘small change in yield will mean a 


relatively large change in the 
market value of a long-term bond. 
Although an investor is more 
likely to remember this when the 
time for liquidation comes it is 
profitable to remember it 
when the initial investment deci- 
sion is made. 

The prices of long-term bonds, 
bought to secure income in a 
period of weak loan demand and. 
easy money conditions, decline as. 
money tightens. And, just when 
money tightens in Tesponse to 
economic expansion, the problem 
of the banker shifts from trying 
to find profitable outlets for 
excess funds to finding funds with 
which to meet expanding de- 
mands. The risk that was assumed 
when the long bonds were bought 
becomes a loss on ‘the books. Th 
seeking funds to méet @xpanding 
démands it is understandable that 
the banker might prefer not to 
sell the bonds because this would 
convert the book iess into an 
actual loss. 
> ‘At this ‘point hope often enters 
the picture—hope that the tight~- 
ness will be only temporary. And, 
of course, experience shows that 
although the decline in prices 
continues as money tightens, 
eventually. a peak in yields or a 
trough ‘in bond prices is reached 
from. which they move in the 
opposite directions. 

‘Why not,. therefore, tide over 
this period by borrowing? If the 
cost of borrowing is not too great, 
this might appear to be a method 
of having one’s. cake, the higher 
yield,. and eating it too, not in- 
curring a capital loss. 


Member Bank Recourse to 
Federal Reserve 


I want to indicate why member 
banks should not seek funds for 
this _purpose from the Federal 
Reserve Bank. Suppose we look at 
the responsibilities of the Federal 
Reserve System under the condi+ 
tions that have been described. It 
is. the .central bank which must 
adjust its monetary policy to eco- 
nomic developments. It tightens 
expansion. One evidence of tighter 
money is the higher interest rates 
that have been mentioned and the 
higher discount rates that the Re- 
serve Banks themselves would 
charge under the circumstances, 
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Another is a reduced availability 
of reserves. 

The effectiveness of the Sys- 
tem’s efforts to restrain would be 
blunted if reserves were made 
available freely, if member banks 
had no hesitaney in borrowing, 
and the Reserve Banks never 
asked any questions about con- 
tinuous borrowing. 

As. an economist, I appreciate 
that the Reserve Banks probably 
could discourage, even to the point 
of preventing, such borrowing by 
charging a high enough rate. But 
that is not the kind of rate policy 
on which the Federal Reserve Act 
is based. The Act provides spe- 
cifically: 

“Each Federal Reserve Bank 
shall keep itself informed of the 
general character and amount of 
the leans and investments. of its 
menrber banks with a view to as- 
certaining whether undue use is 
being made of bank credit . . . or 
for any .. . purpose inconsistent 
with the maintenance of sound 
credit conditions: and, in deter- 
mining whether to grant or refuse 
advances, rediscounts or other 
credit accommodations, the Fed- 
eral Reserve Bank shall give con- 
sideration to such information.” 

One reason for not relying on 
the rate exclusively is that- the 
appropriate rate would have to be 
comparatively high. The same rate 
would have to be charged to all 
members; yet the primary purpose 
would be to discourage the. rela- 
tively small number of banks that 
tend to borrow excessively. This 
is not to say that the discount rate 
is unimportant. On the contrary, 
it is an indispensable tool of mon- 
etary policy. Its level and changes 
in it influence the tone of the 
market, including market rates. I 
do not, however, have time to dis- 
cuss it adequately in this paper. 

The discount window of the 
Federal Reserve Bank is like a 
safety valve that enables a mem- 
ber to secure funds temporarily 
to meet needs that could not rea- 
sonably be anticipated. It should 


not be necessary to charge a mem-. 


ber that finds itself in such a con- 
dition the high rates that would 
be necessary to discourage the 
complacent berrower 


Criteria Governing Loans 

The principles and rules that 
govern loans te member banks: are 
published as Regulation A of the 
Board of Governors. I would like 
to read from the fereword to that 
Regulation: 

“Federal Reserve credit is gen- 
erally extended on a short-term 
basis to a meniber bank in order 
to enable it to adjust its asset po- 
sition when necessary because of 
developments such as a sudden 
withdrawal of deposits or seasonal 
requirements for credit beyond 
those which can reasonably be met 
by use of the bank’s own re- 
sourees. Federal Reserve credit is 
also available for longer periods 
when necessary in order to assist 
member banks in meeting unusual 
situations, sueh as may result from 
national, regional, or local difficul- 
ties or from exceptional circum- 
stantes involving only particular 
member banks. Under ordinary 


conditions, the continuous use of. 


Federal Reserve credit by a mem- 
ber bank over a considerable pe- 
riod of time is not regarded as 
appropriate. 

“In considering a request for 
credit acecommedation, each Fed- 
eral Reserve Bank gives due re- 
gard to the purpose of the credit 
and to its probable effects upon 
the maintenance of sound credit 
conditions, beth as to the individ- 


ual institution and the economy - 


generally. It keeps informed of 
and takes into account the general 
character and amount of the loans 
and investments of the member 
bank. It considers whether the 
bank ts berrewing principally’ for 
the purpose of obtaining a tax ad- 
vantage or prefiting from rate dif- 
ferentials and whether the bank 
is extending an undue amount of 
credit for the speculative carrying 


of or trading in securities, real 
estate, or commodities, or other- 
wise.” 

Borrowing at the Reserve Bank 
is significant to the member bank 
and to the Reserve Bank. To the 
member it is a privilege of ob- 
taining additional reserves to meet 
unexpected needs. Ordinarily such 
needs would be for short periods 
though in exceptional cases they 
may be. more extended. In any 
event, borrowing gives the bank 
time to make orderly adjustments 
in its assets should that become 
necessary. To the Reserve Bank 
appropriate borrowing has the ad- 
vantages of supplying additional 
reserves directly to the banks that 
need them and of attaching a string 
to withdraw the reserves when 
the loan is repaid. 


Clears Up Misunderstandings 

I would like now to try to clear 
up a few misunderstandings that 
I have heard about the adminis- 
tration of our discount policy. One 
of. these is belief and repetition 
of an occasional rumor that I have 
heard phrased in these words: 
“Boy, the Fed sure is tough.” It is 
difficult to trace such rumors to 
their source. On occasion we have 
found that they begin with a 
banker whose borrowing record 
in terms of frequency, amount, 
and duration concerned us suffi- 
ciently to warrant a discussion. 
We do not,-in these discussions, 
tell. the banker how he should 
manage his own institution. We 
do peint out. that we have a re- 
sponsibility to manage the Federal 
Reserve Bank in accordance with 
the law .and that he should take 
into account that frequent or con- 
tinuous~-bkorrowing is not appro- 
priate. except in unusual circum- 
stances.. I- mention this because 
unfounded rumors may have kept 
some members from applying for 
advances for legitimate purposes. 


My stiggestion is that when you 


hear, such a rumor either ignore 
it altogether or investigate it until 
you have ascertained all relevant 
facts in’ the case. When the rele- 
vant facts..are known, I would 
leave .to. your judgment whether 
we acted. tough and capriciously 
or responsibly. 

There has been some misunder- 
standing concerning the distinc- 
tion I have drawn between man- 
aging our own Reserve Bank and 
managing the member bank. Asa 
result, we have at times received 
unmerited praise and blame. Usu- 
ally the praise is some variant 
of the following observation: 
“Thanks a lot for forcing me to 
sell those bonds to repay our debt 


to you. The bonds have since gone 
down sevefal more points.” The 
blame is some variant of these 


statements: “Your attitude cost my 
bank plenty. Those bonds you 
made‘me sell have since recovered 
several points.” Actually, we do 
not tell a banker how to adjust 
his position so that he can repay. 
That is-his problem. The nature 
of that problem will vary among 
banks; depending in part on ear- 
lier:investment decisions. The re- 
sults of action taken will also 
vary, .depending on subsequent 
developments that cannot be fore- 
seen. 


Another misunderstanding is 
that. the administration of dis- 
counting varies over time. I can 
appreciate how this misunder- 
standing arises. In a period of 
easy money mest banks will be 
seeking ways to employ idle funds, 
relatively few will be borrowing 
at all, and very few, if any, may 
be borrowing inappropriately. In 
a period ef tight money, on the 
other hand, few banks will have 
idle funds, relatively more will be 
borrowing, and some may be com- 
placent:- about their borrowing. 

Im other words the discount de- 
partment of the Reserve Bank will 
usually bé busier in a period of 
tight money than in a period of 
easy money. More banks may ap- 
proach the continuous borrower 
category as sanguine expectations 
do not materialize. And so we 
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have to make more telephone calls. 
This results, however, from main- 
tenance of standards by the Re- 
serve Bank and not from a change 
in standards or administration. An 
indication of uniformity of stand- 
ards is the fact that occasionally 
we do find inappropriate borrow- 
ing even in recessions. 


Facters Governing Loans 


Now, every real craftsman in 
the field knows that credit cannot 
be administered aceording to me- 
chanical rules. Among the impor- 
tant faetors that are considered in 
evaluating the position of a par- 
ticular bank are the following: 

(1) What is the nature and ex- 
tent of its loan expansion? 

(2) Is it confronted with 
seasonal requirements for credit 
beyond those which could reason- 
ably be anticipated? 

(3) To what extent has it 
liquidated other assets to meet the 
loan expansion? 

(4) Has it been subjected to 
unusual ‘withdrawals of deposits? 

(5) Has the community in which 
the bank is located experienced 
economic adversity or other un- 
usual developments that require 
time for solution or adjustment? 


Officers of the Federal Reserve 
Bank are generally familiar with 
the managements and policies of 
most of the member banks in the 
District. Nevertheless, our dis- 
count officers find it desirable 
from time to time to supplement 
our knowledge by means of direct 
inquiry. Raising questions is at 
times a necessary part of proper 
administration of discounting. It is 
not the questions but the answers 
that influence our judgment. You 
appreciate that I cannot cite spe- 
cific cases but I know of instances 
in which the facts demonstrated 
that even extended borrowing was 
appropriate. 


Investment Policies of 
Commercial Banks 


I move now to the reasoning 
that leads some observers to very 
different conclusions with respect 
to the investment policies of com- 
mercial banks, especially in reces- 
sions. Since many of the in- 
gredients are the same as those I 
have mentioned, I can be brief. 

Most analysts of business fluc- 
tuations would agree that lower 
long-term interest rates contribute 
to economic recovery from reces- 
sion by stimulating construction of 
public works, of houses, and of 
plant and equipment. Since a 
rising demand for long-term bonds 
would tend to pull down long-term 
rates, some analysts would en- 
courage all investors, including 
commercial banks, to purchase 
such bonds. A few observers, if I 
understand their reasoning, would 
even single out commercial banks 
particularly for such encourage- 
ment. They reason that such 
action by the commercial banks 
would contribute not only to the 
recovery but also to restraining 
later possible inflationary de- 
velopments. It would help restrain 
inflation because the losses in 
capital values that accompany 
inflation would tend to freeze the 
bonds into the banks. 


The logic behind this view has 
cogency. Nevertheless, I am not 
convinced that commercial banks 
should be encouraged to ignore 
their internal liquidity positions 
even in recessions. Their essential 
role differs from the role of those 
whose essential function is long- 
term investment. The genuine 
long-term investor can ride out a 
temporary loss in capital values. 
The commercial banker on the 
other hand is always faced with 
the possible demand for deposit 
withdrawal and with prospective 
demands from his borrowing cus- 
tomers. Particularly these latter 
demands — and for individual 
banks the former as well, as we 
have learned in the Third Federal 
Reserve District—are apt to come 
precisely when long-term bond 
prices are depressed. 

This does not disturb the an- 





alyst I have mentioned. On the 
contrary, they see it as a great 
advantage; because it would make 
a restrictive monetary policy more 
effective by putting greater pres- 
sure on banks. I have a hunch, 
however, that they are more ex- 
pert at constructing economic 
models than at managing either 
commercial or central banks. 

I have no desire to tell you how 
to run your institutions. That is 
your responsibility. On the other 
hand, I do have a responsibility 
with respect to the Federal Re- 
serve Bank. In the nature of the 
case there is a reciprocal rela- 
tionship between our operations. 
When you borrow from the Fed- 
eral Reserve,.the Federal Reserve 
lends to you. That is why it 
seemed appropriate to discuss 
Federal Reserve Bank lending 
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policy at a time when loans. are 
few and we ean be most objective. 

I cannot close without express- 
ing what we all know and feel. 
We share a common goal of rea- 
sonably full use of our resources 
and a reasonably stable level of 
prices. The banking system alone 
cannot achieve this goal. Much 
else is needed in many aréds: 
Nevertheless, appropriate mone+ 
tary policy by the Federal Re- 
serve System and appropriate 
policies of the commercial banks 
are indispensable parts of the 
common effort. 


Geary & Geary Opens 


GRAYSLAKE, Ill.—Geary & 
Geary has been formed with of- 
fices at 125 Center Street, to ef- 
gage in aé_ securities busiriéss. 
Partners are Norman C. Geary and 
Adelbert W. Geary. 








Public Utility Securities 


== By OWEN ELY 


Middle South Utilities, Inc. 


Middle South Utilities is the second largest of the southern 
holding companies with annual revenues of $175 million. It con- 
trols Arkansas Power & Light, Louisiana Power & Light, Missis- 
sippi Power & Light and (except for about 5% of the stock} New 
Orleans Public Service. These subsidiaries furnish electric service 
to more than 1,700 communities, including Little Rock, Pine 
Bluff, New Orleans, Jackson and Vicksburg. Gas service is ren- 
dered in 50 communities in Louisiana and transportation service . 
in New Orleans and the adjacent area. Population of the area is — 


about 3.9 million. 


While the area was originally agricultural, this activity has 
been over-shadowed in the postwar period by oil, minerals and 
manufacturing developments. Principal industries include build- 
ing materials, ice, cold storage and packing plants, cotton gins and 
mills, pulp and paper plants, oil production and refining, textiles, 
mining and aluminum processing. 

During 1954-6 Arkansas was the number one state in the 
“gains in value” added by manufacturing, and in man 
employment. Louisiana was first among the southeastern states 
in 1957 in new plant investments, whieh amounted to $237 mil- .. 


lion; and continuing this trend despite the 


$161 million . 


was spent in the first quarter of 1958 alone. Mississippi is not 
far behind: in the first quarter of this year 18 new industries 
located in the state and 16 existing industries announced their 


plans for expansion. 


Manufacturing employment in the three 


states in March this year averaged only about 2% under last year 


compared with 9% for the U. S. 


This expansion is partially explained by the rapid develop- 
ment of oil, gas and minerals. Petroleum refineries, chemical and . 
petro-chemical industries along with primary metals have been 


the area’s fastest growing industries. 


In the middle south area 


last year almost $1.75 billion of oil, gas and minerals were pro- 
duced, exceeding the value of farm crops by $400 million. Min- 
erals (including oil and gas) have more than tripled in value in 
the decade, and last year accounted for nearly 10% of the U. S. 
total. The three states account for 96% of the U. S. bauxite, 40% 
of the sulphur, 20% of the natural gas, 15% of the oil, 15% of the 
salt, etc. Many other minerals are produced im commercial quan- 


tities and uranium ore 
Arkansas. 


deposits were recently diseevered in 


Middle South’s revenues are about 85% electric, 10% natural 
gas and 5% transit and miscellaneous. Electric revenues aré 37% 
residential and rural, 26% commercial, 28% industrial and 9% 


miscellaneous. 


The share earnings record has been somewhat irregular, the 
declines in 1954-5 being due to regulatory difficulties in Arkansas. 
When these were finally resolved in 1956, earnings increased 
rapidly from $1.93 to $2.18 in 1956, $2.41 in 1957 and an estimated 
$2.65 for calendar 1958. Latest interim figures were $2.57 for the 
12 months ended May 31 ecompared with $2.32 im the previcus 
period, For the first five months of 1958 earnings were 91¢ vs. 80e. 

The company is planning for continued rapid growth, as indi- 
cated by the following projeetions or forecasts: 


Constfuction Net Additions 
Peak Load Expern@itures to 
(Mill, Kwh.) (Mill. ) (000 Kw.) 

Oi a ai cl 1. $61 

ee aici eal AR 2.2 71 210 
SOR i. dcci deen wien 2.4 78 230 
Bites a. xbity ctei: ici is tai 2.5 101 wane 
5 | vere ape a 2.7 77 548 


Sales and revenues are expected to inerease at the average rate 


of about 8% per annum. 


The system now uses natural gas as its principal fuel, with 


oil as a stand-by fuel. 


However, the economies in the use of 


natural gas and its availability have been changing over the past 
several years. As a result, the system is now contemplating the use 


of coal-fired generating units in some areas. 
Middle South Utilities is currently selling 


around $43 and pays 
1958, 


$1.80 to yield 4.2%. Based on estimated earnings for 

this represents a payout of 68%, and if earnings maintain an up- 
trend next year an increase in the dividend rate might Well be 
forthcoming. Dividend payments have increased in each yéar since 
1950 excepting in 1956. At the current price the stock is se 

at about 16.7 times the earnings for the 12 months ended May, 

16.2 times estimated earnings for the year. A recent average for 
all electric utilities was a little under 16. 
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Joins Josephthal 


Josephthal & Co., 120 Broadway 
New York City, members of the 
New York Stock Exchange, have 
announced that Peter Nemerovy is 
now associated with the firm as a 
registered representative. 


Form Reuben Rose Co. 


On July 14 Reuben Rose & Co., 
members of the New York Stock 
Exchange, will be formed with of- 
fices at 25 Broad Street. Partners 
will be Reuben Rose, member of 
the Exchange, Richard E. Quintal, 
and Edward G. Kean. Mr. Quintal 
will make his headquarters in 
Liberty, N. Y. 


A. F. Nottoli Opens 


(Special to Tar Prvanciuat Curonicie) 
SAN DIEGO, Calif—Albert F. 
WNottoli is conducting a securities 
business from offices at 3635 Fifth 
Avenue. 
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HE WAS too weak to speak 

- «+ this child of eight, But 
the words were plain to see in 
her eyes: “Can’t you make 
me well again, Doctor?” 

It’s terribly hard . . . even 
for a doctor who sees tragedy 

| @nough ... to watch a child 
t fade from the sunlight of life— 
@ victim of cancer. 

We had succeeded in pre 
longing her life by many monthe 
—thanks to recent advances is 
the treatment of leukemia. 

But that’s not enough! Can- 

, Cer is a disease that ranks to- 
‘ day as the Number 1 disease- 
killer of children. We can... 
we must... find ways to battle 
| it, and win over it 
Research, supported by the 
American Cancer Society, ie 
Striving towards that goal. 
‘Let's give... boldly, gen- 
@rously to the American Cancer 
Society Crusade... and help 
eliminate this mortal enemy 
, which will take the lives of more 
,than 250,000 Americans this 
year alone. 
' Send your gift to CANCER, 
@/o your local post office. 


(AMERICAN 
CANCER | 
SOCIETY %. 
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Continued from page 4 


The State of Trade and Industry 


in, the price boost will average out to about 5.50 per ton, roughly 
half the direct and indirect cost boosts incurred by steel firms 
as a result of the July 1 wage rise and cost-of-living increases. 

David J. McDonald, head of the United Steelworkers, has 
again indicated that he will not forego the wage and fringe gains 
due him under his contract with steel firms. These automatic 
improvements, together with cost-of-living increases of nine cents 
an hour since last Jan. 1, bring the total cost to steel companies 
this year to about 26 cents an hour. 

This trade weekly stated that most major steel firms have 
made it clear they will wait for United States Steel to set the 
pattern on prices. But there is a possibility that some will take 
a chance and announce price boosts on individual products in the 
hope that United States Steel will follow suit. If things do not 
work out that way, these firms will bring their prices back down 
to United States Steel’s level. 

Meanwhile, the steel market outlook is still pretty much up 
in the air. Although there was a market bulge in June, due in 
part to steel price hedging, the consensus of sales people is that 
July will be a slow month. It may not set a new low for the year, 
but with some firms it may come dangerously close. The mills 
are hoping for a late-month surge to offset effects of the July 4 
holiday slump. 

Apparently some customers, including the big auto firms, 
are still living hand-to-mouth on steel inventories. At least one 
of the Big Three automakers is specifying delivery of some prod- 
ucts almost on an hourly basis. One steel sales official said, “We're 
doing more expediting than selling these days.” Nearly 80% of 
his company’s shipments are going by truck due to demand for 
quick delivery. 

“The Iron Age” reports that no one is looking for a real 
pickup in steel demand until late August or September. Even 
then, the improvement is expected to be gradual rather than 
abrupt. Part of the pickup will be due to increased buying by 
auto companies for new model output. Steel men get the word 
that the auto firms will not go overboard on new model produc- 
tion until they see how sales are going. 








Business conditions continued to improve in June, “but at 
a more gradual pace”’ than in May, the National Association of 
Purchasing Agents reported. 


The survey showed increasing numbers of concerns were 
improving their new order and production situations, “although 
none of the reporting members expresses any extreme optimism 
over the immediate term,” the group noted. 

“The majority of executives look for no major break through 
the current business lull before the year-end or early 1959,” the 
report added. 

The problem of excessive inventories is lessening and small 
inventories are an important factor in holding prices stable, the 
agents stated. However, the trend to softer prices is not being 
reversed, despite certain published price advances. 


In the automotive industry passenger car production in United 
States plants scored a 9.6% increase last week as Ford Motor Co. 
factories returned to full operation, “Ward’s Automotive Reports” 
noted on Friday last. 

The statistical service counted 92,538 auto assemblies for the 
week compared with 84,396 in the previous week when four Ford 
plants were idle all week and five others worked a short week due 
to inventory adjustments. 

In the like period a year ago the industry built 125,900 passen- 
ger cars. At the same time, “Ward’s” reported other optimistic 
developments. For the June 11-20 period new car sales posted a 
6.8% increase in daily rate over that of June 1-10, maintaining 
the record 1958 selling pace set in May. Further, a reported lack 
of immediate concern among the Big Three auto makers over the 
possibilities of a strike was noted, brightening prospects for peace- 
ful contract settlement and steady Detroit-area auto production 
during July. 

Chrysler Corp., which with a 13% production increase is the 
only Big Three producer to boost its operations in June over May 
and it expects to continue operating at that level during July. 

The Chrysler Division begins its shut down for model change- 
over the later part of July, but Plymouth will not follow suit until 
early August. Ford Motor Co., the other Detroit-area producer, 
does not begin its shutdown until September, “‘Ward’s” declared. 

Elsewhere, according to this reporting service, the industry’s 
model changeover shutdowns got underway the past Friday as 
Buick halted its operations for approximately six weeks. Down all 
of last week for inventory adjustment was Pontiac car building 
at Pontiac, Mich. Resumption is scheduled for July 7. 

Thus, virtually all of the industry’s car assembly plants worked 
last week to record one of the steadiest production periods of the 
year. 

Truck erecting ‘““‘Ward’s” added, was off slightly for the week 
as Willys made a downward adjustment in its export shipments. 
Willys is the industry’s only volume producer to show a production 
increase of 7.9% over the year-to-date 1957 period. Diamond T 
also is showing a slight gain. 


Government defense contracts totaling about $124,000,000 
were announced by various Federal departments and agencies. 


The Army, in formally awarding a $72,839,536 contract for 900 
Patton II medium tanks to Chrysler Corp., said deliveries would 
start in January, 1959. Army Secretary Brucker disclosed the 
order in May. 


The service gave General Motors Corp. a $6,536,600 contract for 
transmissions for tanks, and awarded Continental Motors, Muske- 
gon, Mich., an $8,065,500 contract for engines for the vehicles. 


The Navy in Washington announced award of a $10,300,000 
contract to the Sperry Gyroscope Co. division of Sperry Rand 
Corp. for production of weapon direction equipment for ships 
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armed with the Talos anti-aircraft missile. Contracts of a lesser 
amount were awarded to other companies. 


Construction contracts in May rose to a monthly record of 
$3,402,575,000, F. W. Dodge Corp. reported. 

The May total slightly exceeded the previous high set in May, 
1957, and was 5% above the third highest month, June, 1957. 

Responsible for much of the increase in building activity last 
month were higher housing contract awards and a sharp rise in 
publicly financed projects ranging from highways to hospitals. 

But major types of privately financed building, such as com- 
mercial and industrial structures and utilities, fell in May. 

May contracts brought the dollar volume for the first five 
months of 1958 to $12,983,524,000, or 5% below the similar period 
last year. The year-to-year lag has been narrowed considerably 
from a decline of 11% at the end of the first quarter as a result 
of an upturn in April and May. 


Steel Operations Expected to Decline to 52.7% of Ingot 
Capacity This Week 

Metalworking will feel recession’ pains the rest of this year, 
but recovery is in sight. That is the belief of metalworking man- 
agers participating in “Steel” magazine’s midyear survey which 
was sent to 5,000 plant managers and released on Monday last. 

These managers predicted that. metalworking will sell 4.4% 
more dollars worth of goods in 1958’s second half than it did in 
the first half. Dollar volume for 1958 will be only 5.6% less than 
the 1957 record year of $140,000,000,000. 

Plant managers also expect a relapse in net profits after taxes 
in the second half. They look for them to be 8.6% below what 
they were in the last half of 1957. 

Other expectations are that employment will rise an average 
of 2.2% in last half of 1958. Transportation equipment plants plan 
to expand employment by 9.4% and unit cost of manufacturing 
will climb 1.4%, hitting a new high. Manufacturing capacity will 
be boosted 1.7%, with one out of five manufacturing plants plan- 
ning to take on more capacity. 

Shackled by a buyer’s market, three of four managers figure 
they will have to sell their products at or below present prices. 
The main exceptions are makers of instruments and related prod- 
ucts and steelmakers. 

Taking the initiative last week in forcing the steel price issue 
was Alan Wood Steel Co., which announced it would raise its 
quotations an average of $6 a ton, effective July 7. The increase 
will compensate the company only for “our own increased labor 
costs and will not cover any other increased costs.” 

Only ten days ago, Clifford Hood, President of the United 
States Steel Corp., issued a statement that left doubt about the 
timing of any increase. Some observers interpreted it as a plea 
that some other company should take the pricing initiative. 

The firmness of Alan Wood’s new prices depends on action by 
competitors. It intends to remain competitive in case other steel- 
makers do not take similar action. 

With consumers no longer hedging, demand for steel has eased 
considerably. Plant vacations and model changeovers in the auto- 
motive industry will cause further deterioration of the market 
in July, so producers are curtailing output. 

After eight straight weeks of improvement, steelmaking opera- 
tions fell 1.5 points last week to 63% of capacity. Production was 
about 1,700,000 net tons of steel for ingots and castings. June’s 
output was about 7,300,000 tons, the highest of any month this 
year. District rates last week were: St. Louis at 85.5% of capacity, 
down 0.5 points from the previous week; the Far West at 74%, 
up 2 points; Wheeling at 70, no change; Detro#® at 63, down 1 
point; Birmingham at 68, up 2 points; Chicago at 66.5, down 4.5 
points; Cincinnati 63.5, down 0.5 point; Mid-Atlantic at 62, no 
change; Pittsburgh at 60, no change; Cleveland 50, up 1 point; 
Youngstown 49, down 4 points; Buffalo 44, down 9.5 points and 
New England at 39, without change. 

Steel’s composite on the prime grade of steelmaking scrap 
held at $35 a gross ton last week, but a decline is anticipated over 
the vacation period. : 

The American Iron and Steel Institute announced that the 
operating rate of steel companies will average *88.6% of steel 
capacity for the week beginning June 30, 1958, equivalent to 
1,423,000 tons of ingot and steel castings (based on average weekly 
production for 1947-49) as compared with an actual rate of *103.7% 
of capacity, and 1,666,000 tons a week ago. 


Output for the week beginning June 30, 1958 is equal to about 
52.7% of the utilization of the Jan. 1, 1958 annual capacity of 
140,742,570 net tens compared with actual production of 61.7% the 
week before. 

For the like week a month ago the rate was *104.9% and pro- 
duction 1,685,000 tons. A year ago, the actual weekly production 
was placed at 2,009,000 tons, or 125.1%. 


*Index of production is based on average weekly production 
for 1947-1949. 





Electric Output Held to Its Lower Trend the Past Week 

The amount of electric energy distributed by the electric 
light and power industry for the week ended Saturday, June 28, 
1958, was estimated at 11,757,000,000 kwh., according to the Edi- 
son Electric Institute. Output continued its downward course 
the past week. 

For the week ended June 28, 1958, output decreased by 184,- 
000,000 kwh. below that of the previous week, and 354,000,000 kwh. 
under that of the comparable 1957 week but showed an increase of 
259,000,000 kwh. above that of the week ended June 30, 1956. 


Car Loadings in Latest Week Advanced 0.9% Above the 
Preceding Period but Were 15.9% Under a Year Ago 
Loadings of revenue freight for the week ended June 21, 
1958, were 5,456 cars or 0.9% above the preceding week. 


Loadings for the week ended June 21, 1958, totaled 627,677 
cars, a decrease of 119,087 cars, or 15.9% below the corresponding 
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1957 week, and a decrease of-171,915 cars, or 21.5% below the cor- 
responding week in 1956. 


Passenger Car Output Scored a 9.6% Increase in the 
Week Ended June 27 


Automotive production for the week ended June 27, 1958, 
according to “Ward’s Automotive Reports,” rose by 9.6% as Ford 
Motor Co. factories returned to full operation. 


Last week’s car output totalled 92,538 units and compared 
with 84,396 (revised) in the previous week. The past week’s 
production total of cars and trucks amounted to 108,860 units, or 
an increase of 7,354 units above that of the previous week’s output, 
states “Ward's.” 


Last -week’s car output increased above that of the previous 
week by 8,142 units while truck output declined by 788 vehicles 
during the week. In the corresponding week last year 125,909 cars 
and 24,091 ‘trucks were assembled. 


Last. week the agency reported there were 16,322 trucks made 
in the United States.. This compared with 17,110 in the previous 
week and 24,091 a year ago. 


Lumber Shipments Were 3.1% Above Output in the 
Week Ended June 21, 1958 


Lumber shipments of 476 reporting mills in the week ended 
June 21, 1958, were 3.1% above production, according to the 
National Lumber Trade Barometer. In the same period new or- 
ders were 10.5% above production. Unfilled orders amounted to 
35% of stocks. Production was 0.9% below; shipments 1.3% below 
and new orders were 12.2% above the previous week and 0.2% 
below the like week in 1957. 


Business Failures Continued to Rise Last Week 


Commercial and industrial failures rose to 335 in the week 
ended June 26 from 290 in the preceding week, Dun & Bradstreet, 
Inc., reports. At the highest level in five weeks, casualties ex- 
ceeded considerably the 271 a year ago and the 249 in 1956. Some 
27% more concerns failed than in the comparable week of prewar 
1939 when 264 occurred. 


Liabilities of $5,000 or more were involved in 296 of the 
week’s casualties as against 261 in the previous week and 226 
last year. Small failures under $5,000, increased to 39 from 29 but 
did not reach the 45 of this size recorded in the similar week of 
1957. Thirty-seven businesses succumbed with liabilities in excess 
of $100,000 as compared with 30 in the preceding week. 


All industry and trade groups suffered higher tolls. The most 
noticeable week-to-week increases occurred in retailing, up to 
163 from 143 and in construction, up to 58 from 44. .Meanwhile, 
manufacturing casualties edged to 61 from 58, wholesaling to 29 
from 26 and commercial service to 24 from 19. Failures ran above 
their 1957 levels in all groups except service. The total among 
manufacturers climbed 50% above a year ago. 


Seven of the nine major geographic regions reported higher 
failures during the week. While casualties in the Middle Atlantic 
States edged to 107 from 103, sharper upturns lifted the total in 
the Pacific States to 73 from 54 and in the South Atlantic States 
to 43 from 30. The week’s only declines appeared in the Mountain 
States and in the East North Central States, where the toll dipped 
to 54-from 55. All of the rise from last year was concentrated in 
five regions; in three—the East and West North Central and South 
Atlantic States—over twice as many businesses failed as a year 
ago. In. eontrast, declines from 1957 were noted in four regions. 


Wholesale Foed Price Index Edged Upward for 
Four Consecutive Weeks 


The Dun & Bradstreet wholesale food price index for June 24 
registered $6.64, for the fourth consecutive increase. This was 
0.2% higher than the $6.63 of a week earlier and 7.1% above the 
$6.20 of the similar date a year ago. 


Commodities quoted higher last week were oats, eggs, potatoes, 
raisins, steers and hogs. Lower in cost were flour, rye, barley, 
beef, hams, lard, sugar, cottonseed oil, cocoa and milk. 


The index represents the sum total of the price per pound of 
31 raw foodstuffs and meats in general use and its chief function 
is to show the general trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Edged Upward 
A Week Ago 


Slight price increases in flour, some grains, lard, some live- 
stock and steel scrap helped boost the general commodity price 
level last week. The daily wholesale commodity price index edged 
up to 279.90 on June 23 from 279.63 a week earlier, Dun & Brad- 
street, Inc., disclosed. On the corresponding date a year ago the 
index stood at 291.74. 


Influenced by dwindling commercial stocks and increased 
trading, corn futures prices advanced moderately during the 
week. Corn recepits in Chicago were light. There was a fractional 
gain in the buying of rye and oats, and prices moved up somewhat. 


Reports of favorable weather conditions in growing areas dis- 
couraged trading in wheat, and prices slipped slightly. Interest 
in soybeans slackened resulting in a fractional dip in futures 
prices from the prior week. Soybeans inspected for overseas 
export for the week ended June 13 totaled 682,487 bushels, com- 
pared with 1,450,627 bushels in the preceding week and 145,932 
in the comparable week a year ago. The principal countries in- 
volved were Belgium, Formosa, and The Netherlands. 


Wholesalers reported a substantial rise in the buying of flour, 
and prices rose moderately. Commercial sales of flour for export 
totaled 58.0 million bushels in grain equivalent so far this season 
compared with 45.2 million during the same period last season. 


A private trade forecast of a sharp drop in world cocoa con- 
sumption this year and expectations of a large crop discouraged 
cocoa ‘buying at the end of the week, and prices fell below those 
of a -week earlier. Coffee trading was steady, and prices were 
close to those of the previous week. 


Despite a slight rise in export buying, rice prices were steady 
this week. Sugar trading was sluggish again, but raw sugar 
futures prices rose fractionally; costs of refined sugar were un- 
changed in most markets. 
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Hog prices in Chicago rose noticeably at the beginning of the 
week, but eased somewhat at the end of the period. Hog receipts 
were slightly below those of a week earlier and the similar period 
last year. Trading in steers improved moderately with a- slight 
rise in prices. The salable supply of lambs in Chicago was down 
sharply from the prior week and prices were up appreciably. 

Generally favorable crop reports somewhat curtailed cotton 
trading, resulting in slight price declines. Domestic consumption 
of cotton in May amounted to 599,000 bales, compared with 670,000 
bales in the comparable month last year, according to the United 
States Bureau of the Census. United States exports of cotton in 
the week ended last Tuesday totaled about 104,000 bales, compared 
with 108,000 bales a week earlier and 172,000 bales in the similar 
week last year, according to the Exchange Service Bureau. For 
the current season through June 17 exports totaled about 5,163,000 
bales, as against 6,968,000 bales in the comparable period last 
season, 


Trade Volume Declined Both for the Week and Like 
Period a Year Ago 


Unseasonably cold and rainy weather discouraged consumer 
buying last week and as a consequence, total retail trade slipped 
below that of a year ago. The most noticeable declines from the 
similar 1957 week were in summer apparel, outdoor furniture and 
air conditioners. Scattered reports indicate that sales of new pas- 
senger cars were close to those of a week earlier, but down con- 
siderably from a year ago. 

The total dollar volume of retail trade in the period ended 
on Wednesday of last week was from 4% below to the same 
as a year ago, spot estimates collected by Dun & Bradstreet, Inc., 
show. Regional estimates varied from the comparable 1957 levels 
by the following percentages: East South Central States 0 to +4%; 
West South Central and Pacific Coast —2 to +2; New England, 
South Atlantic and Mountain —3 to +1; West North Central —4 
™. a Atlantic —5 to —1 and East North Central States 
—6§ to —2%. 

Apparel stores reported appreciable year-to-year declines in 
sales of women’s beachwear and sportswear, while interest in 
dresses and some accessories equalled that of a year ago. Sluggish 
volume in furnishings and sportswear held over-all trade in men’s 
apparel slightly below that of the similar 1957 week. Purchases 
of men’s lightweight suits and sports jackets were close to those 
of both the prior week and a year ago. 

Although the buying of air conditioners, fans and refrigerators 
fell noticeably from the preceding week, volume in television sets, 
lamps and laundry equipment improved. Declines in summer out- 
door tables and chairs offset slight gains in upholstered lines and 
case goods. While purchases of draperies and floor coverings 
slipped below a year ago, interest in linens equalled that of the 
like 1957 week. 

Grocers again reported the most significant gains from the 
prior week in sales of picnic food specialties, baked goods and ice 
cream. Interest in fresh produce, fresh meat and dairy products 
was sustained at a high level. 

The newspaper strike and cold weather again curtailed con- 
sumer buying in Philadelphia last week. Household goods were 
particularly sluggish in St. Louis, Minneapolis, and Atlanta. 

Buyers noticeably expanded their orders for women’s Fall 
dresses, suits, coats and sportswear during the week and volume 
held close to that of a year ago. An upsurge in fill-in orders for 
women’s summer merchandise occurred as many retailers at- 
tempted to replenish depleted stocks. Orders for men’s Fall 
apparel improved in some markets, but volume in children’s 
back-to-school clothing was sluggish. Bookings in both men’s 
and women’s beachwear was noticeably below a year ago. 

There was a substantial gain in trading in industrial fabrics 
and man-made fibers the past week. Wholesalers of heavy cotton 
cloth reported a noticeable rise in orders from automobile manu- 
facturers. While transactions in woolens and worsteds expanded, 
the call for most lines of cotton gray goods lagged. There was a 
moderate rise in incoming orders at mid-Atlantic and New 
England dyeing and finishing plants during the week. 

Following a week of high activity, wholesale purchases of 
furniture slackened last week, but orders in many markets 
equalled those of a year ago. There were some scattered re-orders 
for summer outdoor furniture. Volume in aid conditioners and 
lamps improved, while interest in refrigerators and laundry 
equipment remained close to that of the previous week. Sales 
of draperies, linens and floor coverings continued below a year 
ago. 

After several weeks of lagging orders, frozen foods improved 
at the wholesale level, especially vegetables and juice concen- 
trates. The call for canned goods and dairy products slackened, 
but volume in fresh meat, fresh produce and baked goods was 
sustained at a high level. Trading in flour, sugar and coffee con- 
tinued at the prior week’s level. 

Although the consumers price index rose 0.1% to 123.6 
(1947-49100) in May to reach another record, the increase was 
the smallest since December, the United States Bureau of Labor 
Statistics reports. Higher costs for medical service and transpor- 
tation were responsible for the increase. 


Department store sales on a country-wide basis as taken from 
the Federal Reserve Board’s index for the week ended June 21, 
1958, declined 9% below the like period last year. In the preced- 
ing week, June 14, 1958, a decrease of 1% was reported. For the 
four weeks ended June 21, 1958, a loss of 2% was recorded. For 


the period Jan. 1, 1958 to June 21, 1958, a decrease of 3% was 
reported below that of 1957. 

Retail trade sales volume in New York City the past week 
showed gains of 2% to 3% above the level of the like period a 
year ago, trade observers estimated. 

The weather last week was practically normal for the season 
and encouraged shoppers to take care of their summer needs. 

According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period ended June 
21, 1958, dropped 7% under that of the like period last year. In 
the preceding week, June 14, 1958, a gain of 3% was reported. 
For the four weeks ended June 21, 1958, no change was reported. 
For the period Jan. 1, 1958 to June 21, 1958, no change occurred 
from that of the corresponding period in 1957. 
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Winners at Outing of | 
N. Y. Inv. Association 


The Investment Association of 
New York reports that their 1958 
outing was a spectacular success, 

The major attraction this year 
was the tennis exhibition by Wil- 
liam “Billy” Talbert of Security- 
Columbian Bank Note and Vie 
Seixas of Goldman, Sachs & Co, 
Mr. Talbert is one of our country’s 
great tennis players and has been 
Captain of the Davis Cup Team, 
Vic Seixas has won everything 
there is to win in tennis, includ- 
ing the National Singles Cham- 
pion. 

Henry C. Clifford, Jr. of White, 
Weld & Co. and Ellis D. Klinge- 
man of Dillon, Read won the ten- 
nis tournament. Charles H. Mott, 
Baker, Weeks & Co. and Charles 
H. Symington, Jr., G. H. Walker 
& Co. were runners-up. 


John Bryan, Reynolds & Co., 
won the golf tourney with a 76. 
Andrew Peck of Clark, Dodge & 
Co. was runner-up with a 77. Bill 
Gallagher, Vance, Sanders & Co. 
President of the Association, held 
the Low Net honors in his family 
as his brother won it last year 


Charles “Bish” McDonnell, Mc- 
Donnell & Co., won the Match 
Play V. Par. Best Ball honors 


went to Kenneth F. Mountcastle, 
Jr., Reynolds & Co. and Robert 
G. Howard, Reynolds & Co. The 
fewest putt award went to Dean 
Woodman. 

About 250 members attended 
the outing, with over 180 staying 
for dinner (the largest number 
ever), 130 played golf. 

Also featured at the outing were 
golf clinic, a bridge tournament, 
and Ben Cutler’s famous Dixie- 
land Jazz band. 

Pictures taken at the outing will 
appear in the “Financial Chron- 
icle” of July 10. 


On Dec. 9 the association will 
have its annual dinner at the Wal- 
dorf-Astoria. 


Brimberg Co. to Admit 


On July 15, Louis Brimberg wil? 
become a partner in Brimberg & 
Co., 26 Broadway, New York City, 
members of the New York Stock 
Exchange. On the same date Philip 
R. Herzig will withdraw from 
partnership in the firm. 


Goodbody Co. Will Admit 
Winterhbotham as Partner 


HOUSTON, Tex.—Goodbody & 
Co., Bank of the Southwest Build- 
ing, will admit John M. Winterh- 
botham to partnership on Aug. 1. 


Putnam & Co. to Admit 
Stockwell to Firm 


HARTFORD, Conn.—On July 10 
Leo W. Stockwell will be admit- 
ted to partnership in Putnam & 
Co., 6 Central Row, members of 
the New York Stock Exchange. 


Verace & Co. Partner 


Verace & Co., 52 Broadway, 
New York City, members of the 
American Stock Exchange, have 
admitted Alexander Benisatto to 
partnership as of July 1. 


Henry G. Riter, 3rd 


Henry G. Riter, 3rd passed away 
June 30 at the age of 65. Mr. Riter, 
a former President of the National 
Association of Manufacturers, was 
director of corporate relations for 
the McGraw-Edison Co. Mr. Riter 
in the past was a partner in Dillon, 
Read & Co., with which he became 
associated in 1919. In 1933 he 
formed Riter & Co. 


Two With A. Chevrier 


(Special to Tax Financia, CHRONICLE) 
HOLLYWOOD, Cal.—Melvin K. 
Abrahams and Leonard Geller 
have become affiliated with 
Archie H. Chevrier, 1737 North 
Ivar. Both were previously with 
H. Carroll & Co, 


Securities Now 


ABC Vending Corp. (7/16) 

June 24 filed 150,000 shares of common stock (par $1). 

Price—To be supplied by amerdment. Proceeds — To 

selling stockholders. Underwriter—Reynolds & Co. Inc., 

New York. 

Acme United Life Insurance Co., Atlanta, Ga. 

une 30 filed 315,000 shares of common stock (par $1) 
to be offered for subscription by common stockholders 
at the rate of three new shares for each two shares held 
of record June 30, 1958. Price—$6.25 per share to share- 
holders, and $750 for any unsubscribed shares. Pro- 
For working capital and general corporate pur- 

poses. Underwriter—None. 

Aelus Wing Co., Inc. 

June 16 (letter of notification) 3,500 units, each com- 

posed of 10 shares ef eommon stock (par $1) and five 

shares of 7% cumulative participating preferred stock 

(par $1). Price—$15 per unit. Proeeeds—For completion 

of plant and general corporate purposes. Office—346 

South Broad St., Trenton 10, N. J. Underwriter—None. 

Air Craft Marine Engineering Corp. 

May 28 (letter of notification) 300,000 shares of common 

stock. Price—At par ($1 per share). Proceeds—For op- 

erating expenses for one year; manufacturing expenses; 
expenses for materials and retirement of loans and bal- 
ance for general funds of the company. Offiee—15759 

Strathern St., Van Nuys, Calif. Underwriter—None. 

Allied Laboratories, Inc. 

June 6 filed 65,000 shares of common stock to be offered 

in exchange for al] the outstanding shares of common 

stock of Campana Sales Co. 
Aluminum Top Shingle Corp. 

June 9 (letter of notification) 150,000 voting shares of 

eommon stock. Price—At par ($1 per share). Proceeds 

—For inventory, improvements to buildings and work- 

ing capital. Office—245 S. W. 133rd St., Beaverton, Ore. 

Underwriter—None. 

American-Caribbean Oil Co. (N,. Y.) 

Feb. 28 filed 500 shares of commen stock (par 20¢). 

Price—To be sup by amendment. Proceeds — To 

discharge current liabilities and to drill ten wells. Un- 

derwriters—To be named by amendment. 
American Durox Corp., Englewood, Colo. 

May 1 filed 2,500,000 shares of common stock (par $1). 
per share, Preeeeds—For construction of new 
establishment of the business at Tampa, Fla., 
payment of the balance due on a plant site. 


nderwriter—I. A. I. Securities Corp., 3385 S. Banneeck 


, Calo. 


n Houses, 
June 3 (letter of notification) 27,575 shares of 5% cumu- 
fative convertible preferred stock. Price—At par ($10 
per share), Proceeds—To improve the company’s net 
turrent asset position. Office—South Aubrey & East 
South Streets, Allentown, Pa. Underwriter—None. 

Anderson Electric Corp. 

Dec, 23 (letter of notification) 14,700 shares of class B 
common stock (par $1). Price—$12 per share. Proceeds 
—To go to selling stockholders. Office-—— 700 N. 44tb 
Street, Birmingham, Ala. Underwriters — Cruttenden, 
Podesta & Co., Chicago, Ill; and Odess, Martin & Herz- 
berg, Inc., Birmingham, Ala. 

Anita Cobre U. S. A., inc., Phoenix, Ariz. 

Sept. 30 filed 85,000 shares of common stock. Price—At 
par ($3.75 per share). Proceeds—For investment in sub- 
and working eapital, Underwriter—Selected Se- 

Inc., Phoenix, Ariz. 

Arden Farms Co., Los Angeles, Cali 
June 4 filed $3,000,000 of 5% subordinat 
second series, due July 1, 1986 (convertible until July 1, 
1968), together with 172,162 shares of the company’s 
common stock (par $1) to be offered for subscription by 
holders of outstanding common stock at the rate of one 
new share for each five shares held on the effective date 
of this registration statement. Price—To be supplied by 
amendment. Proceeds—To pay off an equivalent portion 
of the company’s current bank loans which, at May 15, 
1958, amounted to $8,450,000. 

Asotin Telephone Co., Asotin, Wash. 

May 20 (letter of notification) 500 shares of 542% cumu- 
lative preferred stock. Priee—-At par ($50 per share). 
Proceeds—For construction of lines and increase of plant 
necessary to extend the service. Underwriter—None. 


Lae Grocers, inc., Seattle, Wash. 

30 oe 4,788 shares of common capital steck (par 

_ $90) and 91.500,000 of 5% subordinated registered deben- 
2 motes, second series, and $606,000 of 5% coupon 


To be offered to members of the 
—- For working capital. Under- 


debentures, 


Life insurance Co. 
shares of common stock (par $1), 
4 — are to be ottered once and 
oyees Tsuant te urchase 
Spe go oer share, Proceeds—For 
expansion . corpera urposes. Office — 
Underwrite . i 


r—None 
common stock (par 25 


“ie Wed 400 tie shares 0. 
Price—$1 tad Tee Gente setud out- 
yea Ceaeee ~ MeBonald Holman & 
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Bankers Southern, Inc. 
April 14 filed 8,934 shares of common stock. Price—At 
par ($100 per share). Proeceeds—For general corporate 
purposes. Underwriter — Bankers Bond Co., Louis- 
ville, Ky. 

Barton Distilling Co., Chicago, Ill. (7/10) 
June 20 filed $300,000 of 6% secured notes, due July 1, 
1963, and $1,000,000 of 6% secured notes, due July 1, 
1964. The $300,000 of notes are direct obligations of the 
company secured by whiskey warehouse receipts for not 
less than 375,000 original proof gallons of Kentucky 
bourben whiskey preduced by the company not earlier 
than Jan. 1, 1957. The $1,000,000 of notes are direct obli- 
gations of the company secured by whiskey warehouse 
receipts for not less than 1,250,000 original proof gal- 
jons of Kentucky bourbon whiskey produced by the 
company not later than Jan. 1, 1958. Price—To be sup- 
plied by amendment. Preeeeds—For the repayment of 
short-term loans from banks and others; and the bhal- 
ance will be added to the general funds of the company 
and will be available for financing inventories of aging 
whiskey. Underwriter—Fulton Reid & Co., Inc., Cleve 
land, Ohio. 

Billups Eastern Petroleum Co. (7/21-22) 
May 29 filed $2,500,000 of 7% debentures due July |, 
1993, and 650,000 shares of common stock (par $1) to be 
offered for sale in units, each consisting of $1,000 of 
debentures and 20 common shares. Price — $1,000 per 
unit. Proeeeds—To acquire all of the assets of Orlando 
Fuel Oil Co., Inc., Florida Service Corp., Billups Petro- 
leum Co. of Georgia, Inc., Billups Petroleum Co. of N. C., 
Inc, Billups Petroleum Co. of 8S. C., Inc., Florida Friend 
Oil Co., Ine, and Your Friend Oil Co., Inc. Office— 
Jacksonville, Fla. Underwriter— The Johnson, Lane, 
Space Corp., Savannah, Ga. 


Biake & Neal Finance Co. 
May 26 (letter of notification) $300,000 principal amount 
of 6% promissory notes in denominations of $500 each 
and multiples thereof. Price — At par. Preceeds — For 
working capital. Office—1939 E. Burnside St., Portland. 
Ore. Underwriter—None. 


® Boeing Airplane Co. (7/16) 

June 25 filed $30,597,600 convertible- subordinated de- 
bentures due July 1, 1980, atid $60,000,000. sinking fund 
debentures, due Aug. 1, 1978. The convertible subordi- 
nated debentures are to be offered to the company’s 
stockholders for subscription at the rate of $100 princi- 
pal amount of debentures for every 23 shares of capital 
stock held on the offering date. Record date is July 15 
and rights expire on July 29. The sinking fund de- 
bentures will be offered for sale directly to the public. 
Proeeeds—-To pay $115,000,000 of bank loans outstand- 
ing at June 16, 1958, with the balanee, together with 
retained earnings, to be used for work in process inven- 
tories and receivables. Priee—To be supplied by amend- 
ment. Underwriter—Each issue will be underwritten by 
Harriman Ripley & Co., Ine., and Blyth & Co., Inc. 


% Bondstock Corp., Tacoma, Wash. 

June 23 filed (by amendment an additional 180,000 shares 
of common stock (par $1). Price—At par. Preceeds— 
For investment. 


Boston Edison Co. (7/10) 
June 20 filed 250,000 shares of cumulative preferred 
stock (par $100). Priee—To be supplied by amendment. 
Preeeeds—-To repay short-term bank loans which were 
incurred in connection with the company’s construction 
program. Underwriter—First Boston Corp., New York. 


Budget Finance Pian, Los Angeles, Calif. (9/3) 
June 10 filed $1,320,000 6% serial preferred shares ($10 
par). Price—To be supplied by amendment. Proceeds— 
To be used in conjunction with proposed merger of eom- 
pany and Signature Loan Co., Inc. Stockholders of Budg- 
et Finance will vote on proposal Aug. 5, 1958. Under- 
writer—Shearson, Hammill & Co., New York. Offering 
—Expected in September. 


* Burroughs Corp. (7/16) 

June 27 filed $25,000,000 of sinking fund debentures, due 
July 1, 1983 and 550,000 shares of common stock (par 
$5) to be offered for subscription by holders of. the 
company’s outstanding stock at the rate of one additional 
share for each 11 shares held. Priee—To be supplied by 
amendment. Preceeds—For the retirement of $18,074,000 
of installment notes and payment of bank loans. Under- 
writer—Lehman Brothers, New York. 


Calidyne Co., inc., Winchester, Mass. 

June 4 filed 230,875 shares of common stock (par $1). 
These shares are issuable upon eonversion of an ag- 
gregate principal amount ef $923,500 of 10-year 3% con- 
vertible subordinated income notes of the Calidyne Co., 
a limited partnership, which netes were assumed by the 
company Dec, 31, 1957. The notes are convertible at 
any time after July 1, 1958, until the maturity or prior 
redemption of the notes at a conversion price of $4 per 
share. Underwriter—None. 


Califernia Water & Telephone Co. (7/10) 

June 19 filed 200,000 shares ef $1.24 dividend convertible 
preferred steck (par $25). Convertible inte common 
stock at $23.8095 until Aug. 1, 1963, and at $25 there- 
after. Price—To be supplied by amendment. Proceeds— 
To reimburse the company treasury for expenses in con- 
nection with construction, extension and improvement 
of facilities. Underwriter—-Blyth & Ce., Inc., New York 
and San Francisco. 
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Campbell Chibougamau Mines Ltd. 

March 10 filed 606,667 shares of capital stock (par $1), 
of which 506,667 were issued in connection with the ac- 
quisition of all the assets of Yorean Exploration Ltd. 
(latter proposes to distribute said shares ratably to its 
stockholders of record Dec. 16, 1957). The remaining 
100,000 shares are to be sold for the account of the Estate 
of A. M. Collings Henderson on the American and To- 
ronte Stock Exchanges. Price—At market. Proceeds— 
To selling stockholders. Office—Toronto, Canada. Un- 
derwriter—None. 


% Carver Loan & Investment Co. 
June 25 (letter of notification) 10,000 shares of cumula- 
tive preferred stock and 20,000 units of 5-year 8% sub- 
ordinated renewable debentures payable upon demand 
July 15, 1968. Price—Both at par; preferred stoek, $10 
per share; debentures, $10 per unit. Proceeds—For work- 
ing eapital. Offiee—1910 West Columbia Ave., Phila- 
delphia, Pa. Underwriter—None. 

Central Cooperatives, Inc. 
May 26 (letter of notification) $250,000 promissory notes 
consisting of $100,0C0C princival amount of 4° 6-year 
notes and $150,000 of 5% 9-year notes. Price—At par 
(in multiples of $100). Preceeds—To retire notes and 
for working capital. Offiee—1901 Winter St., Superior, 
Wis. Underwriter—None. 
*% Chalienge Stables, Inc. 
June 26 (letter of notification) 150,000 shares of common 
stock (par 50 cents). Price—S$1 per share. Preceeds—To 
purchase and train thoroughbred horses and other cor- 
porate expenses. Office—3820 East 29th Ave., Denver, 
Colo. Underwriter—None. 
® Chesapeake Utilities Corp. (7/8) 
May 26 filed $700,000 of 6% debentures due 1983 and 
114,030 shares of common stock (par $2.50), the deben- 
tures and 42,000 shares of stock to be offered in units 
consisting of a $100 debenture and six shares of stock; 
the remaining 72,030 shares to be offered separately. 
Price—$130 per unit; and $6 per share. Preceeds-——To 
purehase from Eastern Shore Natural Gas Co., a sub- 
sidiary, its $250,000 of 25-year 6° convertible subordin- 
ated notes, $245,000 of its 25-year subordinated notes, 
and additional shares (unspecified) of its common stock, 
at an aggregate price of $1,215,000 plus interest, if any, 
on the notes. Underwriter—Harrison & Co., Philadelphia, 
Pa. 

m Realty Co., inc., Exeter, N. #. 

June 23 (letter of notification) 3,107 shares of common 
stock (no par). Priee—$10 per share. Preceeds — To 
renovate an office building owned by the company. 
Underwriter—None. 

Commerce Oil Refining Corp. 
Dee. 16 filed $25,000,000 of first mortgage bonds due 
Sept. 1, 1968, $20,000,000 of subordinatea debentures due 
Oct. 1, 1968 and 3,000,000 sharere % commen stock to be 
offered in units as follows: $1,00u vf bonds and 48 shares 
of stock and $100 of debentures «4 nine shares of stock. 
Price—-To be supplied by amet..cent. Preeeeds — To 
construet refinery. Underwriter—-Lehman Brethers, New 
York Offering—Indefinite. 


*% Consolidated Cuban Petroleum Cerp. . 
July 1 filed 419,000 outstanding shares of common stock 
(par 20 cents). Price—Related to the current market 
price on the American Stock Exchange. Preceeds—To 
selling stockholders. Underwriter—None. 
Cooperative Grange League Federation 
Exchange, Inc. 
June 20 filed $400,000 of 4% subordinated debentures, 
10,000 shares of 4% cumulative preferred stock (par 
$100) and 200,000 shares of common stock (par $5). 
Price—-At par. Preceeds—To be added to working cap- 
ital. Office—Ithaca, N. Y. Underwriter—None. 
Counselors Research Fund, Inc., St. Louis, Mo. 
Feb. 5 filed 100,000 shares of capital stock, (par one 
cent). Price—At market. Preeeeds—For investment, 
Underwriter — Counselors Research Sales Corp., St. 
Louis. Robert H. Green is President. 


Dairy Fresh Foeds, Inc. 
June 16 (letter of notification) 59,950 shares of common 
stock {par $1). Priee—$5 per share. Preceeds—To repay 
advances, complete construction of a plant and other 
working capital. Offiee—1507 Mile High Center, Denver 
2, Cole... Underwriter—None. 


Dale Bros., Inc. 
June 18 (letter of notification) 898 shares of Class A 
6% eumulative preferred stock (par $50), to be ex- 
changed on share-for-share basis for outstanding 6% 
preferred, and 2,102 shares of class A preferred stock. 
Latier will be sold publicly at par ($50) for an aggre- 
gate offering price of $105.100. Preceeds—From new 
issue to retire debt and for working eapital. Office— 
1420 H St., Fresno, Calif. Underwriter—None. 

Davis Brothers, Inc. 
June 5 (letter of notification) 1,400 shares of $6 cumu- 
lative preferred stoek. Priee—At par ($100 per share). 
Proceeds—For working capital. Office—50i West 44th 
Ave., Denver, Colo. Underwriter—-Nene. 


Daybreak Uranium, inc., Opportunity, Wash, 
Jan. 28 filed 1,156,774 shares of eommon steck (par 10 
cents), of which. 630,000 shares are to be offered for ac- 
count of company and 526,774 shares for selling stock- 
holders. Price—At market. Proceeds—For exploration 
and drilling eosts and other eorporate purposes. Under- 
writer—Herrin Co., Seattle, Wash. 
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® Dayton Aviation Radio & Equipment Corp. (7/10) 
May 28 filed 500,000 shares. of common stock (par 50 


cents). Priee—$l. per share. Proceeds—for general cor- 
porate purposes... Underwriter — McDonald, Holman & 
Co., New York. 


' DeKalb-Ogie Ti Co. 
May 29 (letter of notification) 22,024 shares of common 
stock to be offered to stockholders of record June 16, 
-1952-—0n-the-basis_of-one--share for each etght shares 
now held. Rights expire July 16, 1958. Price—At par 
($10 per share). Preceeds—fFor a construction program. 
Office—112 West Elm St., Sycamore, Ill: Underwriter— 
None. 


De Lys Threatre Associates, Inc. 

June 20 (letter of notification) 120,000 shares of pre- 
ferred stoek ¢par $1) and 600,000 shares of common stock 
(par one cent) to be offered in.12,000 units, each con- 
sisting of 10 shares of preferred and 50 shares of com- 
mon stock. Price—$10.50 per unit. Proceeds—For pro- 
duction of plays. Office—i133 W. 72nd St., New York 23, 
N. Y. Underwriter—None. 


Denver Acceptance Corp., Denver, -Colo. 
May 19 filed t,000,000 shares of common stock: (par $1). 
Price—$2 per share. Proceeds—To engage, through one 
or more subsidiary companies to be formed or acquired, 
in the busimess of writing life insurance and annuity 
policies. Underwriter—DAC Securities Corp:., Denver, 
Colo. 


Derson Mines Ltd. 
June 5 filed 350,000 shares of common stock. Price—$1 
per share. Preceeds—For new equipment, repayment of 
loan, acquisition of properties under option, and other 
corporate purposes. Office—Toronto, Canada, and Em- 
porium, Pa. Underwriter—None. 


Dieterich Field, inc. 
June 2 (letter of notification) 500 shares of capital stock. 
Price—At par ($100 per share). Preceeds—For working 
capital. Office—923 Parnam St., Omaha; Neb. Under- 
writer—Noeone. 
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Diketan Labor 
June 10 (letter of notification) 43,336 shares of common 
stock (par $1) to be offered to stockholders on the basis 
of one share for each 10 shares held until the close of 
business on. June 20, 1958. Offer expires on July 11, 1958. 
Price—$1.10 per share. Proceeds—For the general fund 
of the company. Office—5837 W. Adams Blvd., Culver 


City, Calif. Underwriter—Lloyd Arnold & Co., 
Hilts, Calif. 


Dixon Chemical & Research, Inc. 

Dec. 24 filed 165,626-shaies of common stock (par $1) to 
be offered for subscription by common stockholders at 
the rate of one new share for each four shares held. 
Price—To be supplied by amendment. Proceeds—fFor 
expansion and general corporate purposes. Uffice — 
Clifton, N. J. Underwriter—P. W. Brooks & Co., Ine., 
New York. Offering—Indefinitely postponed, Other fi- 
nancing may be arranged. 


* (R. R.) Donnelley & Sons Co. (7/17) 

June 27 filed 172,710 shares of common stock (par $5). 
Price — To be supplied by amendment. Proceeds — To 
selling stockholders. Underwriter—Harriman Ripley & 
Co., Inc., New York. 


*% Ebsco Industries, Inc. 

June 27 (letter of notification) 108,964 shares of common 
stock (par $1). Price —$2 per share. Proceeds — For 
working capital. Office—First Avenue North at 13th St., 
Birmingham 3, Ala. Underwriter—None. 


% El Paso Electric Co. (7/22) 

June 25 filed $6,500,000. of first mortgage bonds due 1988, 
and $3,000,000 of debentures due July 1, 1978. Proceeds 
—To refund all of the outstanding 4%4% first mort- 
gage bonds .due 1987, in the amount of $6,500,000 in- 
cluding the payment of duplicate interest of approxi- 
mately $25,700 and a redemption premium of $351,000, 
to pay off outstanding bank loans, the proceeds of which 
were used for construction purposes. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Kidder, Peabody & Co., White, 
Weld & Co. and Shields & Co. (jointly): Equitable Se- 
curities Corp. and R. W. Pressprich & Co. (jointly). Bids 


"Beverly 
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July 7 (Monday) 


Bt ee Cn he eT nS asiaiell Preferred 
(Lehman Brothers and Merrill Lynch, Pierce, Fenner & Smith) 
$8,000,000 


July 8 (Tuesday) 


Chesapeake Utilities Corp.___--~- Common & Debs. 
Harrison & Co. 
Ractetes B66. Wo ciate een etnrsonncd Bonds 
(Bids to be invited) $10,000,000 
Northern States Power Co. (Minn.)_------- ~Bonds 


(Bids 11 a.m. EDT) $30,000,000 
July 9 (Wednesday) 


Haratine Gas & Oil Co., Inc.__--.--_---- Common 
(Herbert Perry & Co., Inc.) $299,850 
Be Cte. Cee ah cart aml a aaa ae. Debentures 


(Drexel & Co. and Harriman Ripley & Co. Inc.) $25,000,000 


Missiles-Jets & Automation Fund, Inc.._.Commoen 
(Ira Haupt & Co.) $5,000,000 


New York Telephone Corp. -__-..-..----~--- Bonds 
(Bids 41 a.m. EDT) $65,000,000 
Northwestern Public Service. Co.__.__---~- Common 


aa ter - te stockhoiders—underwritten. by 
A. C. Allyn & Co.) 59,532 shares 


a: | ND. ad miikaenimpne Debentures 
(Blair é& Co., Inc.) $2,000,000 


Solemn dinaeien Te ono cnntunnaennewe Common 
(Blair & Go., Inc.) $281,250 


July 10 (Thursday) 
Deten Tee A nh kiteneagen Notes 
(Fulton Reid & Co., Inc.) $1,300,000 
pO ae, 5 Ee Preferred 
‘The First Boston Corp.) $25,000,000 
California Water & Telephone Corp._--_- Preferred 
(Blyth & Co., Inc.) 200,000 shares 
Dayton Aviation Radio & Equipment -Coxp. .-Com. 
(McDonald, Holman & Co.) $500,000 


Southern Natural Gas Co.-_---------.-- Debentures 
(Bids 10:30 a.m. EDT) $30,000,000 


July 11 (Friday) 


Marsh Foodliners, Inc..--..-.-._.------- Common 
(Blyth & €o., Inc.) $299,987 
July 15 (Tuesday) 

Southerm Rathwer -Co.-~--.--=.-----..--.i Bonds 


(Bids noon EDT) $22,000,000 


July 16 (Wednesday) 


DUC Vertine Gs us.canersesn see ed-72"n Common 
(Reynolds & Co. Inc.) 150,000 shares 
Boeing Airnians. Ca.....--<--<--+<+--= Debentures 


(Harriman Ripley & Co., Inc. and Blyth & Co., Inc.' $90.597. 600 


Burremans Core. -..<20-----<40-<-<--- Debentures 
| ie Brothers) $25,000,000 

Burretsies Coen. oc enp one nsmnen<2<s Common 
(Lehman Brothers) 550,000 shares 

Pacific Lighting Corp.._-..-------------- Common 
(Blyth & Co., Inc.) 980,000 shares 

San Diego inperia} RE i ECES ES AE Preferred 

_ A. Hogle & Co.) $700,000 
United Stat-- ‘Steel NE C. . ctttt nnd Debentures 


(Morgan Stanley & Co.) $300,000,000 


july 17 (Thursday) 


. R.} Donnelley & Sons Co,_---..----~- Common 
(Harriman Ripley & Co., 


Inc.) 172,710 shares 


Teme TIMs  Oiisininendeonene~smmenntos -Bonds 
(Bids 11 a.m. EDT) $25,000,000 
United: Artiste Gate oo. eh cnnndwied Common 


(F. Eberstadt & Co.) 300,000 shares 
July 18 (Friday) 


Jetronic ‘Industries Inc; }. Common 
(Charles Plohn & Co. and Mortimer B. Burnside & Co., Inc.) 
$487,500 
July 21 (Monday) 

Billups Eastern Petroleum Co.____-_- Com. & Debs. 


(The Johnson, Lane, Space Corp.) $2,500,000 


mt Ts ei a Common 
(Offering to stockholders—underwritten by Blair & Co., Inc. 
and Scherck, Richter Co.) 389,577 shares 


(July 22 (Tuesday) 
El Paso Blecisic Ge... . ~~. <céceee een Debentures 
(Bids 11 @.m. EDT) $3,000,000 
El Peaee Te Ca Bonds 
(Bids 11 a.m. EDT) $6,500,000 
General Transistor Corp..............-_- Common 


(Hayden, Stone & Co.) 100,000 shares 
July 23 (Wednesday) 


Otter Feld: Pamiee Gin ks oe eeiotion -Bonds 
(Bids 10 a.m. CDST) $9,000,000 
Washington Water Power Co.____..-_---_- Common 


(Kidder, Peabody & Co.; Blyth & Co., Inc.; White, Weld & 
Co., and Laurence M. Marks & Co.) 200,000 shares 


Washington Water Power Co.__-.--.------- Bonds 
(Kidder, Peabody & Co., Inc.; Blyth & Co., Inc.; White, Weld & 
Co., and Laurence M. Marks & Co.) $15,000,000 


July 24 (Thursday) 


Tennessee Gas Transmission Co.__._._--- Common 
(Dillon, Read & Co., Inc.) 1,084,054 shares 


July 28 (Monday) 


Bankers Management Co... _--.----- Common 
(McDonald, Holman & Co., Inc.) $400,000 


August 11 (Monday) 
Utah Power &. bigest @e. _.... nwcunenwoocsuce Bonds 
(Bids noon EDT) $20,000,000 
August 12 (Tuesday) 
Montane: Temes, tisn ba oncom nnconscocoae -Bonds 
(Bids to be invited) $20,000.000 
August 13 (Wednesday ) 
Consolidated Natural Gas Co... --_- Debentures 
(Bids to be invited) $45,000,000 
August 20 (Wednesday) 


Norfolk & Western Ry......-.--- Equip. Trust Ctfs. 
(Bids to be invited) $2,340,000 


August 26 (Tuesday) 


New England Telephone & Telegraph Co..__Debens. 
(Bids to be ‘nvited’: $40.000 900 


September 3 (Wednesday ) 


Budget Finance Plan_......-_---------- Pr 
(Shearson, Hammill & Co.) $1,320,000 


September 23 (Tuesday) 


Southwestern Bell Telephone Co.__.-- Debentures 
(Bids to be invited) $110,000.000 


October 1 (Wednesday ) 


Rassco Financial Corp..........-----_.- Debentures 
(Rassco Israel Corp.) $1,000,000 
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—To be received up to 11 am. (EDT) on July 22 at 
90 Broad St., 19th Floor, New York City. 

Etnodont Laboratories, Berketey, Calif. 
Feb. 20 filed 300,000 shares of common stock. Priee—= 
At par ($5 per share). eee Se ee: 
tion. peggy A on ed 


Evergreen Gas & Oil Co. 
June 2 (letter of notification) 1,500,000. shares 
stock (par five cents). — cents per t 
ceeds—For wor cap Office—E. 12707 Valley~ 
Way, Goportentte tecioe rwriter—Penna< 
luna & Co., Spokane, Wash, 


* Farm & Home Loan & Discount Co. 








June 19 (letter of notification) 125,000 shares 
voting common stock (par 25 cents); 100,000 “rs 
B common voting stock (par 35 cents); and 100, 
shares Class C non-voting common stock (par 50 cen 
all to be offered at par, as follows: The pee C stock i 
made only to persons who, at the date of the 
were policyholders of the company; Class A = aan 
to persons who were policyholders before Feb. 25, —_ 
and to certain officers, directors and employees; C 
stock only to policyholders on Feb. 25, 1952, Preceedg 
pat be added to company’s cash balances Underwriters 
—None. 

Fargo-Moorhead Baseball Club, Fargo, N. D. 
June 12 (letter of notification) ) $50,000 of 3% debentur 
bonds to be offered in denominations of $100, Price—A: 
par. Proceeds—To retire outstanding obligations and for 
ng and future operating expenses. Underwriter—~ 
one, 


Federal Commercial Corp. 
May 21 (letter of notification) 300,000 shares of common 
stock (par 10 cents). 
ceeds—To make loans, etc. Office — 
York, N. Y. Underwriter—Dumont Securities Corp., red 
York, N. Y. 

Fidelity Bankers Life Insurance Corp. 
March 7 filed 450,000 shares of common stock ( ) 
to be offered for subscription by holders of ou 
stock on a pro rata basis; thereafter the balance remain- 
ing, if any, will be offered to the public. Price—$5 per 
share to stockholders; and to the public at a price to . 
determined. Proceeds — For expansion and °ther cor- 
paee purposes. Office—Richmond, Va. Underwriter— 

one 

First Backers Co., Inc., Clifton, N. J. 
April 7 filed $1,000,000 of 12% notes, payable nine 
months after date of issue in —. of $100 or in mul- 
Price—100% of principal amount. Pre- 


ii 


homes and secured by mortgages or other liens upon 
improved properties, ™nderwriter—None. ij 
% Forest Grove Homebuilders & Investors, Inc. _ 
June 23 (letter of notification) 250 shares of class B 
preferred cumulative stock and 128 shares of class B 
common stock. Price—At par ($100 per share). Proceeds 
—For working capital and general corporate purposes. 
Office — 1930 Council St., Forest Grove, Ore. Undere 
writer—None. 


Forest inc. 
March 26 filed 150,000 shares of capital stock (par 10 
cents). Price—$2.50 per share. Preceeds—For oer 


motion of company’s products, working capital, addi- 
tional inventory and accounts receivable, for research 
and development and for other corporate pur=- 
poses. Office—Brooklyn, N. Y. Underwriters—Statement 
to be amended. 

Fort Pierce Port & Terminal Co. 
May 23 filed a 9.138,008 shares of common stock (par $1). 
Price—To be supplied by amendment. Preceeds— 
pay some $174,000 of outstanding indebtedness and to 
complete phase one of the port et age a plan, at a 
cost of $1,425,248, and the balance will be added to 
working capital. Offiee—Fort Pierce, Fila. Underwetter 
—Atwill & Co., Inc., of Miami Beach, Fia., on a best 
efforts basis. 

(The) Friars National Association, Inc. 
June 19 (letter of notification) $100,000 of 10-year 3% 
registered second macsaeae 0 bonds due July 1, 1967 to be 
offered in denominations of $100. Proceeds—For 
struction of two-story wing and asium and 
improvements. Office—57 E. 55th St., New York, N. Y¥. 
Underwriter—None. 


Generai Antiine & Film New York 
Jan, 14, 1957 filed 426,988 shares of common A stock 
par) and Leet aeo, eects. <7 commen © ee ae 
Proceeds—To the Attorney General of the Uni 
Underwriter—To be ——a by competitive bidding. 
Probable bidders: ye 9 & Co. 


if 


ton Corp. (jointly); Loeb & Co.; Lehman 
Brothers, and Glore, a... Co. (jointly). ‘Bids—Had 
been scheduled to be recei 


May 13 at Room 654, 10] Indiana Ave., N 
ton 25. D. C.. but bidding has been 
General Capital Corp. 

June 16 (letter of notification) 60,000 shares of 7% 
cumulative preferred stock. Price — At par ($5 
share). Preceeds—To Seeree new business of the com- 
pany. Office—4309 N. W. 36th St., Miami Springs, Fla. 
Underwriter—None. 
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shares to public. Price—$3.50 per share. Preceeds——For 
Continued on page 36 
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expansion, equipment and working capital. Underwriter 
—WNone. 


General Securities Inc., Minneapolis, Minn. 
ane 25 filed (by amendment) an additional 100,000 
@hares of common stock (par $1). Price — At market. 
Proceeds—For investment. 


General Transistor Corp. (7 22) 
une 27 filed 100,000 shares of common stock (par 25c). 
Price—To be related to the then current market for the 
@tock on the American Stock Exchange. Proceeds—To 
@elling stockholders. Underwriter—Hayden, Stone & Co., 
Wew York. 


Casualty & Surety Co., Atianta, Ga. 
€ filed 450,000 shares of common stock (par $1) 
—$6 per share. Proceeds — For general corporate 
@urposes. Underwriter—Buckley Enterprises, Inc. 


Glassheat Corp. 
Web, 12 (letter of notification) 150,000 shares of class a 
@©ommon stock (par 10 cents). Pricee—$2 per share. Pre- 
@eeds—for general corporate purposes. Office—i E 
@5th Street, New York 16, N. Y. Underwriter—James 
Anthony Securities Corp., 37 Wall St., New York 5, N. ¥ 


ic Controls Corp. 
dune 20 (letter of notification) 7,400 shares of class A 
6tock (par $5) to be offered to employees of the sub- 
iary corporations and others. Price—$6.75 per share. 
eds—To be added to working capital. Office—189 
Rensselaer St.. Buffalo 10, N. Y. Underwriter—None. 


' Grand Union Co. 

June 12 filed 10,450,000 of subordinated debentures, due 
1978, to be offered to common shareholders in the ratio 
@f $100 debentures for each 23 shares of stock held on 
@uly 1. Rights to expire on July 21. Debentures to be 
convertible into common stock until July 15, 1968. Pre- 
@eeds—To be used in part to retire all outstanding short- 
term bank borrowings, including those incurred in con- 
@ection with the recent acquisitions of the 41 “Empire 
Stores” and 7 “Mohican Stores,” the aggregate purchase 
price being approximately $8,000,000, to replenish cash 
expended in these acquisitions, and to pay the unpaid 
balance of the purchase price. The remainder will be 
@dded to the company’s general funds and will be avail- 
@ble for working capital and installation of fixtures fo1 
mew stores. Underwriter — Morgan Stanley & Co. and 
W. E. Hutton & Co., both of New York, 


Trust Co. of N. Y. 
dune 16 filed 50,000 American Depositary Receipts for 
rt shares of Compagnie D’Outremer Pour L’Indus- 
Et La Finance (“The Overseas Company for Indus- 
é@ry and Finance”). A Belgian Investment Co. 


H.W.1. Building Corp., Ft. Wayne, tind. 
June 2 (letter of notification) $180,000 principal amount 
@f 5% first mortgage bonds series C in units of $500 
@ach. Price—Par per unit. Proeeeds—To be used to pay 
@ost of constructing an addition to warehouse. Under- 
writer—None. 


Haratine Gas & Oil Co., Inc. (7/9) 
une 23 (letter of notification) 199,900 shares of com- 
@mon stock (par five cents). Price—$1.50 per share. Pro- 
weeds—For development of oil and gas properties. Office 
-——24181 Effingham Blvd., Euclid 17, Ohio. Underwriter 
-——Herbert Perry & Co., Inc., New York, N. Y. 


Hawkes Cage System, Inc., Rockville, Md. 
June 1i fletter of notification) 15,000 shares of class A 
@€ommon stock {par 10 cents). Price—$i per share, Pro- 
= inventory and working capital. Underwriter 
—None. 


Hoagland & Dodge Drilling Co., Inc., 
T Ariz. 
June 12 filed 27,000 shares of capital stock. Price—$10 
@er share. Proceeds—To be used in part for the ex- 
@ioration of mines and development and operation of 
@eines and in payment of indebtedness. Underwriter— 
None. 
Houston Chemical Manufacturing Co. 
May 26 (letter of notification) 300,000 shares of common 
etock. Price—-At par ($1 per share). Proceeds—For 
supplies, advertising, furniture and working capital. Of- 
mene 7810 South Fourth St., Las Vegas, Nev. Underwriter 
—None. 


¥ Hussman Refrigerator Co., St. Louis, Mo. 

une 27 filed 31,584 shares of common stock (par $5) to 
be offered in exchange for the issued and outstanding 
shares of common stock (par $5) of Duro-Consolidated, 
Inc., and for the shares of Duro common which may be 
issued upon conversion of Duro’s $200,000 subordinated 
convertible debentures, series of 1956. 

idaho Mining & Milling, Inc. 

May 19 (letter of notification) 15,000,000 shares of non- 
energy common oo eee eee cents per 
#@hare). — mining and milling expenses. 
xia 16th Ave., Lewiston, Idaho. Unlererier 


ne. 

_ industro Transistor Corp. (N. Y.) 

| Heb. 28 filed 150,000 shares of common stock (par 10 
- -se@nts). Price—To be related to the market price. Pro- 
 se@eds—For working capital and to enlarge research and 


aenent department Underwriter —S. D Fuller & 
.. New York. Offering—Being held in abeyance. 4 


ae” insured Accounts Fund, inc., Boston, Mass. 


‘12 filed 5,000 shares of common stock. 000 


Proceeds—For investment. Business—To in- 

y in share accounts insured by the Federal 

gs and Loan Insurance Corp., in savings and loan 

t! throughout the country, Underwriter—None. 
rer is President. 
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international Opportunity Life insurance Co. 
June 2 filed 5,000,000 shares of common stock (par $1). 
Price—$5 per share. Proceeds—For working capital and 
other corporate purposes. Office—Denver, Colo. Under- 
writer—Columbine Securities Corp., Denver, Colo. 


% Investors Variable Payment Fund, Inc. 

June 26 filed (by amendment) an additional 5,000,000 
shares of common stock (par $1). Price—At par. Pro- 
ceeds—For investment. 


® Jetronic industries, iInc., Philadeiphia, Pa. 
(7/18) 

May 27 filed 130,000 shares of common stock (par 10 

cents). Price—$3.75 per share. Proceeds—For research 

and development and for working capital. Underwriter 

—Charles Plohn & Co., and Mortimer B. Burnside & Co., 

Inc., both of New York, on a best efforts basis. 


% Johns-Manville Corp. 

June 30 filed 300,000 shares of common stock (par $5) 
to be offered to certain officers and key employees of 
the company pursuant to its Employees’ Stock Purchase 
Plan 1958. 


L & &L Scrap iron Corp. 
June 13 (letter of notification) 360,000 shares of com- 
mon stock. Price—At par. Proceeds—For working cap- 
ital and other corporate purposes. Office—Chency Bldg., 
139 N. Virginia St., Reno, Nev. Underwriter—None. 


Laclede Gas Co. (7/7) 
June 18 filed 320,000 shares of cumulative preferred 
stock, Series B (par $25). Preceeds—To retire bank loans 
and for construction program. Priee—To be supplied by 
amendment. Underwriters — Lehman Brothers, Merril! 
Lynch, Pierce, Fenner & Smith, both of New York, and 
Reinholdt & Gardner, St. Louis. 


Laclede Gas Co. (7/8) 
June 18 filed $10,000,000 of first mortgage bonds due 
1983. Proceeds—To refund 443% first mortgage bonds 
due 1982. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.: The First Boston Corp.: Blyth & Co., Inc.; Lehman 
Brothers, Merrill Lynch, Pierce, Fenner & Smith and 
Reinholdt & Gardner (jointly); Eastman Dillon, Union 
Securities & Co.; Stone & Webster Securities Corp. Bids 
—Tentatively expected to be received up to 11 a.m. 
(EDT) on July 8. 

Ladiey (William H.) 
May 22 (letter of notification) pre-incorporation sub- 
scription agreement to 24,000 shares of class B stock of 
Produce Marketers. Price — At par ($2.50 per share). 
Proceeds—For working capital. Office—Room 302, 611 
South Carolina St., Los Angeles, Calif. Underwriter— 
None. 


Lancaster Chemical Corp. 

May 26 (letter of notification) 122,115 shares of common 
stock (par $1) to be offered for subscription by common 
stockholders at the rate of one new share for each two 
shares held, with additional subscription privileges sub- 
ject to allotment. Record date: June 9, 1958; rights expire 
July 11, 1958. Price — $1.50 per share. Proceeds— 
To repay outstanding debts to purchase real property 
and for working capital. Office — Broad and 13th St., 
Carlstadt, N. J. Underwriter—None. 


Lancer Industries, Inc. 
May 26 (letter of notification) 75,000 shares of common 
stock (par 10 cents). Price—$4 per share. Proceeds— 
For purchase of equipment, raw materials, inventories 
and supplies and for other werking capital. Office— 
1827 N. E. 144th St., North Miami, Fla. Underwriter— 
None. 


Laughlin Alloy Steel Co., Inc., Las Vegas, Nev. 
June 13 filed $500,000 of 6% unsecured convertible de- 
bentures due June 30, 1968 and 150,000 shares of common 
stock (par 10 cents). These securities are to be offered 
in 5,000 units, each consisting of $100 of debentures and 
30 common shares. Price—$100 per unit. Proceeds—To- 
gether with the $175,000 mortgage loan of the American 
Brake Shoe Co., will be used to meet expenditures in 
acquiring latter company’s South San Francisco foundry 
and for working capital. Underwriter—Sam Watson Co., 
Inc., Little Rock, Ark. 


Life Insurance Securities Corp. 
March 28 filed 1,000,000 shares of capital stock (par $1) 
Price—$5 per share. Proceeds—To acquire stock contro! 
f “young, aggressive and expanding life and other in- 
surance companies and related companies and then to 
operate such companies as subsidiaries.” Underwriter— 
First Maine Corp., Portland. Me. 


Longren Aircraft Co., Inc. 
June 18 (letter of notification) 34,006 shares of common 
stock (par $1). Price—From 80 cents to $1.40 per share. 
Proceeds—To go to selling stockholders. Offiee—24751 
Crenshaw Blvd., Torrance, Calif. Underwriter—Daniel 
Reeves & Co., Beverly Hills, Calif. 


Magna investment & Development Corp. 
May 26 filed 56,000 shares of common stock and $500,000 
of 6% convertible debentures. Price—For debentures, at 
par (in $1,000 units}; and for common stock, $4.50 per 
share. Preceeds—For contractual obligations, for work- 
ing capital, and other general corporate purposes. Busi- 
ness — To engage primarily in the development and 
eperation of various properties, including shopping cen- 
ters. Office—Salt Lake City, Utah. Underwriter—J. A. 
Hogle & Cw., Salt Lake City, Utah. Statement to be 
amended. 
% Marsh Foodliners, Inc., Yorktown, Ind. 
June 12 (letter of notification) 18,181 shares of common 
stock (no par), of which 10,000 shares will be offered 
to stockholders and 8,181 shares to employees. Price— 
$16.50 per share. Proceeds— For working capital and 
other corporate purposes. Underwriter—Blyth & Co. 
Inc., New York and Chicago. 


®@ Martin Co., Baltimore, Md. ; 
June 11 filed $25,000,006 of sinking fund debentures, due 
July 1, 1978. Preceeds — Working capitat and general 
corporate purposes. Price—To be supplied. by amend- 
ment. Underwriter—Smith, Barney & Co., N. Y. Offer- 
ing, which was expected on July 2, has been postponed. 
Issue to remain in registration. 

Mead Corp. (7/9) 
JUNC i Ties -Sae~e0cee of. dehontures due Tnty 1) 1OR3. 
Price—To be supplied by amendment. Proceeds — To 
retire $16,820,000 principal amount of outstanding debt 
of the corporation and a subsidiary and the balance will 
be available for general corporate use including capital 
improvements. Underwriters — Drexel & Co., Philadel- 
phia, Pa. and Harriman Ripley & Co. Inc., New York, 
Offering—Expected on July 9. 
% Mechanics Finance Co. 
June 27 (letter of notification) $250,000 of 20-year sub- 
ordinated and unsecured 7% debentures due July 10, 
1978. Price—$10 per debenture. Preeeeds—For purchase 
of notes and general corporate purposes. Office — 586 
Newark Ave., Jersey City, N. J. Underwriter—None. 


Mengel Co. 
June 11 (letter of nctification) an undetermined number 
of shares of common. stock not to exceed $50,000 (par $1) 
to be sold by Concura Foundation, Chicago, Ill. Price— 
At the market. Office—4th & Colorado Sts., Louisville, 
Ky. Underwriter—None. 


itan Hotel Corp., Portland, Ore. 
May. 27 filed $3,000,000 of 4% 25-year sinking fund de- 
bentures due July 1, 1983. Price—At par. Proceeds— 
For construction program and working capital. Subserip- 
tion Agent — The Hockenbury System, Inc., Portland, 
Ore. , 


Mid-America Minerals, Inc., Oklahoma City, Okia. 
June 3 filed $199,000 of working interests in the Buffalo 
Prospect. Buffalo Prospect consists of all the rights of 
Mid-America under a certain farmout agreement be- 
tween the company and Shell Oil Co. Agreement cevers 
the oil and gas leasehold in a total of approximately 
1,600 acres in Harding County, South Dakota. 

% Miller Airlines, Inc. 

June 20 (letter of notification) 75,000 shares of common 
stock (par $1). Price — $3 per share. Proceeds—For 
working capital and other corporate purposes. Address 
—Allegheny County Airport, Pittsburgh, Pa. Under- 
writer—None. 


® Missiles-Jets & Automation Fund, Inc. (7/9) 
May 8 filed 500,000 shares of capital stock (par $1). 
Price—$10 per share. Proceeds—For investment. Under- 
writer—Ira Haupt & Co., New York. 


* Missile Oil Corp. 

June 23 (letter of notification) 300,000 shares of common 
non-assessable stock (par 10 cents). Price—$1 per share. 
Proceeds — For working capital. Office—1435 S. La 
Cienaga Blvd., Los Angeles, Calif. Underwriter—None. 


Modern Community Developers, Inc., 
Princeton, N. J. 
May 27 filed 15,000 shares of common stock. Price— 
$100 per share. Proceeds—For working capital and gen- 
eral corporate purposes. Underwriter—None. 


*% Montana Power Co. (8/12) 

July 1 filed $20,000,000 of first mortgage bonds due 1988 
and 100,000 shares of common stock (no par). The stock 
will only be sold to bona fide residents of Montana. 
Price—For stock, on the then current market price on 
the New York Stock Exchange. Proceeds— Together 
with internally general funds, will be used to repay 
$15,500,000 in bank loans and to carry on the company’s 
construction program through 1959. Underwriter—For 
bonds. To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Lehman Brothers; 
Merrill Lynch, Pierce, Fenner & Smith, and Stone & 
Webster Securities Corp. (jointly); White, Weld & Co.; 
Eastman Dillon, Union Securities & Co.; Kidder Pea< 
body & Co., Smith, Barney & Co. and Blyth & Co., Inc, 
(jointly). Bids—Expected to be received. on Aug. 12, 


Motel Co. of Roanoke, Inc., Roanoke, Va. 
Nov. 18 (letter of notification) 60,000 shares of common 
stock (par 40 cents). Price—$5 per share. Proceeds— 
For purchase of land, construciion and working capital. 
Underwriter—Southeastern Securities Corp., New York. 


Municipal investment Trust Fund, inc. (N. Y.) 
May 9, 1957 filed 5,000 units of undivided interests in 
Municipal Investment Trust Fund, Series A. Price—At 
market. Proceeds—For investment. Sponsor—Ira Haupt 
& Co., New York. 


National Bery! & Mining Corp., Estes Park, Colo. 
May 16 (letter of notification) 2,916,000 shares of non- 
assessable common stock (par one cent). Price—10 cents 
per share. Proceeds—For mining expenses. Underwriter 
—Birkenmayer & Co., Denver, Colo. 

National Educators Finance Corp. 

June 4 (letter of notification) 50,000 shares of common 
stock. Price—<At par (50 cents per share). Proceeds— 
To train and procure persons to implement and carry 
out the projected plan of development and operation. 
Office—1406 Pearl St., Boulder, Colo. Underwriter— 
Western Securities Co., Boulder, Colo. 


Natural Gas Pipeline Co. of America 
Nov. 19 filed $40,000,000 of first mortgage pipeline bonds 
due 1977. Price—To be supplied by amendment. Pre- 
ceeds—To reduce bank loans. Underwriters — Dillon, 
Read & Co. Inc. and Halsey, Stuart & Co. Inc., both 
of New York. Offering—To be made in July. 

* National Gypsum Co. 

June 25 filed 298,000 shares of common stock to be 
offered in exchange for all but not léss than 90% of the 
outstanding shares of common stock of Ameriean En- 
caustic Tiling Co. Inc., in the ratio of one share of 








National Gypsum common for each 2-4/10ths of Amer- 


ican Encaustic common. National Gypsum shall have 
the right, at its election, to accept less than 90% but in 
no event less than 81% of the American Encaustic com- 
mon, 


Nedow Oil Tool Co. 
May 5 (letter ef notification) 150,000 shares of common 
stock (par one cent). per share. Preceeds—To 
pay loan; to acquire fishing tools for leasing; and for 
working capital. Office—931 San Jacinto Bldg., Houston, 
Tex. Underwriter—T. J. Campbell Investment Co., Inc., 
Housten, Tex. 


New England Telephone & Telegraph Co. 

May 16 filed 735,245 shares of common stock to be of- 
fered for subscription by stockholders of record June 
13 on the basis of ene new share for each five shares 
held; rights to expire on July 11. American Telephone & 
Telegraph Co.owns about 2,547,411 shares (about 69.29% ) 
of the outstanding stock. Price—At par ($100 per share). 
Proceeds—To repay advances from parent and for cor- 
porate purposes. Underwriter—None. 


New York Telephone Co. (7/9) 

June 17 filed amended statement covering $65,000,0C@ 
Series K refunding mortgage bonds due July 1, 1993. 
Proceeds—To repay bank loans. Underwriter — To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. Bids— 
To be received until 11 a.m. (EDT) on July 9 at 140 West 
Street, N. Y. 


Nichols, tnc., Exeter, N. H. 
May 13 (letter of notification) 11,111 shares of common 
steck (no par). Price—$27 per share. Proceeds—For 
expansion and working capital. Underwriter—None. 


North Carolina Telephone Co. 
June 19 (letter of notification) 207,143 shares of common 
stock to be offered to common stockholders at the ratio 
of one share for each six shares held. Price—At par ($1 
per share). Proceeds—To pay off obligations and for 
telephone plant construction. Underwriter—None. 


Northern Indiana Public Service Co. 
June 2 filed 374,500 of common stock to be offered for 
subscription by common stockholders of record at 2 p.m. 
on June 16, 1958, at the rate of one additional share for 
each 10 shares then held. Offer expires July 7. Price— 
$40.50 per share. Proceeds — For working capital and 
other corporate purposes. Underwriter—Dean Witter & 
Co., Blyth & Co., Inc., and Merrill Lynch, Pierce, Fenner 
& Smith, all of New York. 
Northern States Power Co. (Minn.) (7/8) 

May 29 filed $30,000,000 of first mortgage bonds due July 
1, 1988. Proceeds — To refund $18,000,000 of 5% bonds 
and for construction program. Underwriter—To be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; The First Boston Corp. and Blyth & 
Co., Inc. (jointly); Merrill Lynch, Pierce, Fenner & 
Smith, Kidder, Peabody & Co. and White, Weld & Co. 
(jointly); Lehman Brothers and Riter & Co. (jointly); 
Equitable Securities Corp. and Eastman Dillon, Union 
Securities & Co. (jointly). Bids—Expected to be received 
up to 11 a.m. (EDT) on July 8. 


Northwestern Public Service Co. (7/9) 

June 6 filed 59,532 shares of common stock (par $3) to 
be offered for subscription by common stockholders at 
the rate of one new share for each 10 shares held. Reeord 
Date—July 8, 1958; rights expire July 24, 1958. Price— 
To be supplied by amendment. Proceeds—To be applied 
to the payment of $900,000 of short term bank notes, the 
funds from which were used for the 1957 construction 
program, and the balance if any, will be applied to the 
company’s 1958 construction program. Underwriter — 
A. C. Allyn & Co., Chicago, Il. 


% Nucleonics, Chemistry & Electronics Shares, Inc. 
June 27 filed (by amendment) an additional $2,000,000 
Monthly Investment Plans with and without insurance 
and Single Investment Plans. Price—At par. Proceeds 
——For investment. 


oO. T. C. Enterprises inc. 
March 6 (letter of notification) 23,200 shares of com- 
mon class B steck (par $1). Price—$5 per share. Pro- 
ceeds—For completion of plant plans; land; construc- 
tion and operating expenses. Office—2502 N. Calvert 
St., Baltimore 18, Md. Underwriter—Burnett & Co., 
Sparks, Md. 


Oil Inc., Sait Lake City, Utah 

April 4 filed 597,640 shares of common stock (par $1) 
te be offered for subscription by common stockholders 
of record March 24, 1958 at the rate of 144 new shares 
fer each share then held. Employees may purchase 50,- 
000 shares of unsubscribed stock. Price—To stockholders, 
$145 per share; and to public, $2 per share. Proceeds— 
Fer mining, development and exploration costs, and for 
working capital and other corporate purposes. Under- 
writers—Harrison 8. Brothers & Co., and Whitney & Co., 
both of Salt Lake City, Utah. 


Oit & Mineral Operations, inc., Tulsa, Okla. 
April 14 filed 200,000 shares of common stock. Price-— 
$2.50 per share. Proceeds—For payment of loans, various 
equipment, and a reserve for future operations. Business 
—To acquire and operate mining claims and oi] and gas 
properties. Underwriter—Universal Securities Co., En- 
terprise Building, Tulsa, Okla. 

Otter Tail Power Co. (7/23) 

June 20 filed $9,000,000 of first mortgage bonds due 1988. 
Proceeds—For the purpose of retiring existing bank 
loans and to supply cash for further construction expen- 
ditures. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Kalman & Co., Inc.; Glore, Forgan & Co.; and Blyth & 
Co., Inc. Bids—To be received until 10 a.m. (CDST) on 
July 23 at 11 South La Salle St., Chicago, Ill. 
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* Pacific Lighting Corp. (7 16) 

June 26 filed 980,000 shares of common stock (no par). 
Price—To be supplied by amendment. Proceeds—Will 
be used to finance, in part, the cost of the construction 
and expansion program of the company’s subsidiaries, 
through loans on open accounts to the subsidiaries and 
by purchasing new issues of common stock of the sub- 
sidiaries. Underwriter—Blyth & Co., Inc., New York and 
San Francisco. 


Palestine Economics Corp., New York 

March 31 filed $2,000,000 of 5%. notes, due Oct. 1, 1963 
te be offered in two types: (a) interest-bearing notes 
with interest payable at the rate of 5% and at an offer- 
ing price of 100% of principal amount; and (b) capital- 
appreciation notes, at a discount from maturity value so 
as to yield 5% compounded semi-annually. Preceeds— 
For making investments and loans in companies or en- 
terprises that the corporation is already financially in- 
terested in, or for other corporate purposes. Underwriter 
—None. Offering being made. 


Paradox Production Corp., Salt Lake City, Utah 
April 18 filed 767,818 shares of common steck (par §1), 
of which 100,000 shares are to be offered by the company 
in exchange for oil and gas properties and 3,000 for serv- 
ices; the remaining 664,818 shares are to be offered to 
the public. Price—To be supplied by amendment. Pre- 
eeeds—To selling stockholders. Underwriter—Market 
Securities, Inc., Salt Lake City, Utah. Statement effec- 
tive June 5. 


Peckman Pian Fund, Inc., Pasadena, Calif. 
May 19 filed 20,000 shares of common stock (par $1). 
Price—At market. Preceeds—For investment. Under- 
writer—Investors Investments Corp., Pasadena, Calif. 


Pecos Valiey Land Co., Carisbad, N. Mex. 

March 13 filed 2,000,000 shares of common stock (par 
10 cents), of which 300,000 shares are to be offered for 
sale by the company and 1,700,000 shares by the present 
holders thereof. Price—$1l per share. Proceeds—From 
sale of the 300,000 shares, to be used to pay 6% mortgage 
notes and interest and to pay back tax claims, and inter- 
est due on the note to Mr. Harroun. Underwriter—Wiles 
& Co., Dallas, Texas. 


% Peoples Life Insurance Co. 

July 1 filed 41,823 shares of the company’s outstanding 
common stock (par $5). Price—$42.25 per share. Pro- 
ceeds—To selling stockholders. Underwriter—None. 


Peoples Protective Life Insurance, Co. 

March 27 filed 310,000 shares of common stock (par $1), 
consisting of 62,000 shares of class A-voting stock and 
248,000 shares of class B-non-voting stock to be offered 
in units consisting of one class A and four class B 
shares. Price — $75 per unit. Proceeds — For working 
capital and for development of district offices in the 
states where the company is currently licensed to do 
business. Office—Jackson, Tenn. Underwriter—None. 
R. B. Smith, Jr., is President and Board Chairman, 


Pioneer Finance Co. 

June 17 (letter of notification) 32,500 shares of common 
stock (par $1). Priee—$8 per share. Proceeds—To go to 
selling stockholders. Office—1400 National Bank Bldg., 
Detroit 26, Mich. Underwriter—Watling, Lerchen & Co., 
Detroit, Mich. 
% Pittsburgh Music Theater, Inc. 
June 23 (letter of notification) $150,000 6% debentures 
due in 10 years, to be offered in denominations of $500 
each; 750 shares of preferred stock and 450 shares of 
common stock (no par). Interest on debentures will be 

% and will mature in 10 years. Price—Debentures, at 
par; preferred stock, at par ($100 per share), and com- 
mon stock $1 per share. Preeeeds—For working capital 
and for construction of a theater. Office—1202 Frick 
Bldg., Pittsburgh 19, Pa. Underwriter—None. 


Potomac Plastic Co. 

March 31 (letter of notification) $57,500 of 6% subordi- 
nated convertible debentures and 57,500 shares of class A 
common stock (par one cent) to be offered in units of 
500 shares of stock. and $500 of debentures. Price—$1,000 
per unit. Proceeds — For equipment and working cap- 
ital. Officee—1550 Rockville Pike, Rockville, Md. Under- 
writer—Whitney & Co., Inc., Washington, D. C. 


Prairie Fibreboard Ltd. 
Feb. 28 filed 210,000 shares of common stock (par $1.50) 
to be offered for sale to residents of Canada in the Prov- 
inces of Manitoba, Saskatchewan and Alberta and to 
residents of the United States “only in the State of North 
Dakota.” Price — $2.50 per share. Proceeds — For con- 
struction purpose. Office — Saskatoon, Saskatchewan, 
Canada. Underwriter—Allied Securities Ltd., Saskatoon, 
Canada. 

Printing Machi Co. 
June 4 (letter of notification) 20,000 shares of common 
stock. Price—At par ($10 per share), Proceeds—For the 
purchase of the manufacturing assets of another com- 
pany. Office—436 Commercial Square, Cincinnati, Ohio. 
Underwriter—None. 


Private Enterprise, Inc., Wichita, Kansas 
May 5 filed 125,000 shares of common stock. Price—$10 
per share. Proceeds — To be used to organize, or re- 
organize and then operate companies in foreign nations, 
principally, but not exclusively, in the Far East, Near 
East and Africa. Underwriter—None. 


Rand Drilling Co., Inc. 

May 12 (letter of notification) 100,000 shares of class A 
common stock (par 50 cents) and 50,000 shares of class 
B common stock (par 50 cents) to be offered in units of 
two shares of class A and one share of class B stock. 
Price—$4.50 per unit. Proceeds—For expenses incidental 
to drilling for oil. Offiee—111'2 E. St. Peter St., New 
Iberia, La. Underwriter — T. J. Feibleman & Co., New 
Orleans, La. 
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Rapid-American Corp., New York ; 
June 19 filed $1,504,000 of 7% sinking fund debentures, 


due Nov. 15, 1967, together with 105,000 shares*of come: - 


mon stock (par $1). Preceeds—The debentures are al-. 
ready outstanding having been issued in payment of: 


47,000 shares of common stock of Butler Brothers which: 


were acquired by Rapid American from 19 persons, in- 
cluding three directors of the corporation. The d ; 
tures are being registered against the possibility that 
they may be sold ‘by present owners. Of the 105,000° 


common shares, 75,000 are issuable under the company’s 


Resiricted Stock Option Plan for officers and key em 
ployees, and 30,000 under the Employees’ Stock Pur- 
chase Plan. Underwriter—None. 


* Rassco Financial Corp. (10/1) 

June 26 filed $1,000,000 of 15-year 6% series A. sinking 

fund debentures due 1973, to be offered in denominations 

of $500 and $1,000. Price—At par. Preceeds—For work— 

ing capital and general corporate purposes. Underwriter 

oe Israel Corp., New York, on a “best efforts” 
asis. 


* Richwell Petroleum Ltd., Alberta, Canada 

June 26 filed 1,998,716 shares of common stock (par $1). 
Of this stock, 1,174,716 shares are to be sold on behalf of 
the company and 824,000 shares for the account of cexr- 


tain selling stockholders. The company proposes to offer © 


the 1,174,716 shares for subscription by' its*shareholdera. 
at the rate of one new share for each three ‘shares held. 
Price—To be supplied by amendment. Preceeds—To pay 
off demand note, to pay other indebtedness, and the bal— 
ance if any will be added to working capital. Under- 
writer—Pacific Securities Ltd., Vancouver,:Canada. 


Riddle Airlines, Inc., Miami, Fla. ¢ ; 
May 15 filed 750,000 shares of common stock (par 16 
cents). Price—To be supplied by amendment. Proceeds 
—For working capital. Underwriter—James H. Price & 
Co., Inc., of Coral Gables, Fla., for 250,000 shares; balance 
on “best efforts” basis. 


Robosonic National Industries Corp., N. Y. 
June 12 filed 500,000 shares of common stock, class B. 
Price—$3 per share. Proceeds—To manufacture on 2 
contract basis an automatic telephone answering instru- 
ment; the enlargement of the research and development 
facilities of the company; patent and patent applications; 
— relations, and for working capital. Underwriter— 

one. 

Rockcote Paint Co. 

March 21 (letter of notification) 14,250 shares of 7% 
cumulative preferred stock (par $10) and 10,000 shares 
of common stock (par $1). Price—For preferred stock, 
$10.25 per share; for common stock, $8 per share. Pre- 
ceeds—For working capital. Office—200 Sayre St., Rock- 
ford, Ill. Underwriter — The Milwaukee Co., Milwau- 
kee, Wis. 


Rocky Mountain Quarter Racing Association 
Oct. 31, 1957 (letter of notification) 300,000 shares of 
common stock. Price—At par ($1 per share). Proceeds 
—To repay outstanding indebtedness, Office—Littleton, 
Colo. Underwriter—R. B. Ford Co., Windover Road, 
Memphis, Tenn, 


® Salem-Brosius, Inc., Pittsburgh, Pa. (7/9) 

June 10 filed $2,000,000 of convertible subordinated de- 
bentures, due July 1, 1973, and 112,500 shares of commom. 
stock (par $2.50). Pricee—To be supplied by amendment. 
Proceeds—To be used in connection with the proposed. 
acquisition of Alloy Manufacturing Co., Inc., and to re- 
tire indebtedness and working capital. Underwriter— 
Blair & Co., Inc., New York. 


San ye imperial Corp., San Diego, Calif. 
(7/16) 
June 2 filed 70,000 shares of 542% cumulative convert- 
ible preferred stock. Priee — At par ($10 per share). 
Proceeds—To retire $550,000 of promissory notes, Under- 
writer—J. A. Hogle & Co., Salt Lake City, Utah. 


% Shelby Electric, Inc., Shelbyville, Ind. 

June 25 (letter of notification) 5,834 shares of common 
stock (no par). Price — $6 per share. Proceeds — For 
working capital. Underwriter—None. 


Southeastern Mines, Inc. 
May 28 (letter of notification) 3,000,000 shares of com- 
mon stock. Price—At par (10 cents per share). Proceeds 
—For mining expenses. Address—P. O. Box 2034, North 
Johnson City, Tenn. Underwriter—None. 


Southern Frontier Finance Co. 
May 15 filed 2,000,000 shares of common stock (par 56 
cents). Price —$1 per share. Proceeds — $1,525,000 for 
purchase of receivables secured by Mobile Homes, or 
other collateral; and $275,000 for working capital, re- 
serve, etc. Office—Raleigh, N. C. Underwriter—None, 


Southern Natural Gas Co. (7/10) 

June 12 filed $30,000,000 of sinking fund debentures, due 
July 1, 1978. Proeeeds—To be added to the companys 
general funds and will be available for its construction. 
program and reduction of outstanding loans under a re- 
volving credit agreement providing for a maximum 
of $25,000,000 at any one time outstanding. Underwriter 
—To be determined by competitive bidding. Probable 
bidders; Halsey, Stuart & Co. Inc.; The First Bostom 
Corp.; Blyth & Co., Inc.; and Kidder, Peabody & Co. 
jointly). Bids—To be received until 10:30 a.m. (EDT) om 
July 10, in Room 1130, 90 Broad St., New York, N. Y. 


Standard Oil Co. (Calif.) 

June 4 filed $150,000,000 of sinking fund debentures due 
July 1, 1983. Price—To be supplied by amendment. Pse- 
ceeds—To refinance a bank obligation of $50,000,000 due 
this year to provide additional capital for the company’s 
overall program. Underwriters—Blyth & Co., Inc, 

Dean Witter & Co., both of San Francisco, Calif., and 
New York, N. Y. Offering—Postponed from June 25 by 
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the company “due to market conditions.” Issue to re- 
main in registration. 


Packaging Corp., New York 
June 4 filed 225,385 shares of the company’s common 
stock (par $1), such shares are to be issued to Johnston 
Foil Manufacturing Co., a New Jersey corporation, under 
an agreement pursuant to which Standard acquired sub- 
taritially all of the assets of Johnston. 


Strategic Minerais Corp. of America, Dallas, Tex. 
March 31 filed $2,000,000 of first lien mortgage 6% bonds 
and 975,000 shares of common stock (par 10 cents). Price 
—For bonds, 95% of principal amount; and for stock $3 
per share. Proeeeds—To erect and operate one or more 
chemical processing plants using the Bruce - Williams 
Process to beneficiate manganese ores. Underwriter— 
Southwest Shares, Inc., Austin, Texas. 


Vatiey Corp., Warren, Vt. 
June 25 filed $392,800 of 20-year 6% subordinated de- 
bentures and 12.766 shares of common stock to be of- 
fered in units consisting of $800 principal amount of 
debentures and 26 shares of stock. Price — $1,200 per 
umit. Proceeds—For payment of short-term bank loan 
and working capital. Underwriter—None. 


Sun Oil Inc., Pa. 
22 filed 15,000 memberships in the Stock Purchase 
for the employees of the company and its sub- 
sidiaries, together with 188,000 shares of common stock 
(ne par) which may be purchased by the trustees of the 
plan during the period July 1, 1958, to June 30, 1959, 
with respect to the 1958 plan. Registration also covers 
« 243,288 shares of outstanding common stock which may 
bé offered for possible sale by the holders thereof during 
the period July 1, 1958 to June 30, 1959. Underwriter— 
None. 


Surety Oil Co. 
May 28 (letter of notification) 1,200,000 shares of com- 
mon stock. Price—At par (25 cents per share). Proceeds 
«For development of oil and gas properties. Office—290 
North University Ave., Provo, Utah. Underwriter—None, 


Systron Corp., Concord, Calif. 
June 10 (letter of notification) 24,475 shares of capital 
stock (par $5) to be offered to stockholders on the basis 
of one share for each share held on June 10, 1958. Price 
—$12.25 per share. Proceeds—For working capital. Un- 
derwriter—None. 


; Ling Electric Co. (7/17) 

Junie 13 filed $25,000,000 first mortgage bonds due 1988. 
Proéceeds—For construction program. Underwriter—To 
bé determired by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Stone & Webster Securi- 
ties Corp.; Kuhn, Loeb & Co.; Merrill Lynch, Pierce, 
Fenner & Smith; Goldman, Sachs & Co. Bids — To be 
received at 90 Broad St., New York, up to 11 a.m. (DST) 
om July 17, 1958. 


Tax Exempt Bond Fund, Inc., Washington, D. C. 
June 20, 1957 filed 40,000 shares of common stock. Price 
—$25 per share. Proceeds—For investment. Underwriter 

uitable Securities Corp., Nashville, Tenn. Offering— 
up pending passing of necessary legislation by 


Tennessee Gas Transmission Co. (7/24) 
June 2 filed 1,084,054 shares of common stock (par $5) 
te be offered in exchange for common stock of Middle 
States Petroleum Corp. at the rate of 45 shares of Ten- 
nessee Gas common for each 100 shares of Middle States 
* common; it is a condition of the exchange offer that it 
be accepted by holders of not less than two-thirds (1,- 
606,005 shares) of the outstanding 2,409,007 Middle States 
common. Offer expires July 24, Underwriter — Dillon, 
Read & Co., Inc., New York. 


Texas Caigary Co., Abilene, Texas 
April 30 filed 2,000,000 shares of capital stock (par 25 
cents). Price—To be supplied by amendment. Proceeds 
—To pang Socknelden. Underwriter—Thomson Ker- 
naghan . Ltd., Toronto, Canada, To be offered in 
Canada only. 
Texton Inc. (7/21) 
June 20 filed 389,577 shares of common stock (par 50 
cents), fo be offered for subscription by holders of out- 
standing common of record on July 14, 1958, at the rate 
of one new share for each 10 shares then held. Rights 
expire July 30, 1958. Price—To be supplied by amend- 
merit. Proceeds—To reduce short-term bank borrowings 
ifiéufred in financing the acquisition by Textron on June 
28, 1958, of the assets, properties and business of The 
Waterbury Farrel Foundry & Machine Co. Underwriter 
—Blair & Co., Inc., New York, and Scherck, Richter 
Cé., St. Louis, Mo. 
Thomas Paint Products Co. 
May 26 (letter of notification) 1,250 shares of common 
stock (par $10) and $37,500 of 6% serial subordinated 
series 1958, to be offered in units of one 
of stock and $50 principal amount of debentures 
te be offered to stockholders on the basis of one unit for 
each two shares of stock owned (500 of the shares are 
aoe offered to the President of the company). Price— 
unit. Proceeds—For working capital. Office— 
543 tehall St., S. W., Aflanta, Ga. Underwriter— 


Finance Corp. 
(letter of notification) 27,272 shares of 70-cent 


None. 
March 
cumulative preferred stock (par $5) and 27,272 shares 


common stock ( 10 cents) to be offered in units 
ne share to class of stock. 11 per unit. 
—For working capital Office—111 E. Main 

» Tenn Underwriter—Valley Securities 


The Commercial and Financial Chronicle . 


Tip Top Oil & Gas Co., Salt Lake City, Utah 
April 15 filed 220,000 shares of common stock, of which 
200,000 shares are to be publicly offered. Price—$5 per 
share. Proceeds—To drill two new wells and for genera) 
corporate purposes. Underwriter — Andersen-Randolpb 
& Co., Inc., Salt Lake City, Utah. 


Townsend International Growth Fund, Inc. 
May 14 filed 1,000,000 shares of capital stock (par one 
cent). Price—At market. Proceeds — For investment. 
Office—Short Hills, N. J. Underwriter—FIF Manage- 
ment Corp., Denver, Colo. 


Tuttie Engineering, Inc. 
May 7 (letter of notification) 58,600 shares of common 
stock (par 10 cents) and $293,000 of 6% five-year con- 
vertible debentures due June 1, 1963 to be offered in 
units of 100 shares of common stock and $500 of deben- 
tures. Price—$510 per unit. Proceeds—To pay bank and 
other notes payable and for working capital. Office— 
4251 East Live Oak Avenue, Arcadia, Calif. Underwriter 
—White. &.Co., St. Louis, Mo. 


Twentieth Century Investors, Inc., Kansas City, 
Mo. 
June 20 filed 2 000,000 shares of common stock (par $1). 
Price—At mat:.et. Proceeds—For investment. Under- 
writer—Stowers & Co., Kansas City, Mo. 


Twentieth Century Investors Plan, Kansas City, 


Mo. 
June 20 filed $10,000,000 of plans for the accumulation 
of shares of Twentieth Century Investors, Inc. Price—At 
market. Proceeds — For investment. Underwriter— 
Stowers & Co., Kansas City, Mo. 


% United Artists Corp. (7/17) 
June 27 filed 200,000 shares of common stock (par $1) 
for the corporation’s account, and 100,000 shares for cer- 
tain selling stockholders. Price — To be supplied by 
amendment. Proceeds—To provide funds to finance an 
expanded program of motion picture production and to 
broaden U.A.’s activities in the television, recording and 
music publishing fields. Underwriter—F. Eberstadt & 
Co., New York. 

United Employees Insurance Co. 
April 16 filed 2,000,000 shares of common stock (par $5). 
Price — $10 per share. Proceeds — For acquisition of 
operating properties, real and/or personal, including 
office furniture, fixtures, equipment and office space, by 
lease or purchase. Office — Wilmington, Del. Under- 
writer—None. Myrl L. McKee of Portland, Ore., is 
President. 


United States Steel Corp. (7/16) 

June 25 filed $300,000,000 sinking fund debentures due 
1983. Proceeds—To restore in part working capital ex- 
pended in corporation’s expansion and modernization 
program and for corporate purposes, including future 
outlays for property additions or replacements. Price— 
To be supplied by amendment. Underwriter—Morgan 
Stanley & Co., New York. 


@ United States Sulphur Corp. 

Oct. 8 filed 1,500,000 shares of common stock (par one 
cent). Price—$1 per share. Preceeds—For plant rental 
etc.; to retire corporate notes; for core drilling; for 
working capital; and for other exploration and develop- 
ment work Office — Houston Texas. Underwriter — 
None. Statement effective June 23. 


United States Teiemail Service, Inc. 
Feb. 17 filed 375,000 shares of common stock (par $1). 
Price—$4 per share. Proceeds—Po purchase equipment 
and supplies and for working capital and other corporate 
purposes. Office—Salt Lake City, Utah. Underwriter— 
Amos Treat & Co., Inc., of New York. 


United Wholesale Druggists, Inc. 
May 27 (letter of notification) 5,000 shares of preferred 
stock. Price—At par ($25 per share). Proceeds—To pur- 
chase merchandise. Office—1120 Oakleigh Drive, East- 
point, Ga. Underwriter—None. 


Universal Oil Recovery Corp., Chicago, Ill. 
June 4 filed 37,500 shares of class A common stock. Price 
—$4 per share. Proceeds—For exploration and develop- 
ment of properties, and the balance for other corporate 
purposes. Underwriter—None. 


Uranium of America, Ore. 
Apri 30, 1957 filed 1,250,000 shares of common stock (par 
16 cents). Price—To be supplied by amendment (ex- 
pected to be $1 per share). Proceeds—For exploration 
purposes. Underwriter—To be named by amendment. 
a Albert Griswold of Portland, Ore., is Pres- 
ident, 


Utah Minerals Co. 
April 11 (letter of notification) 900,000 shares of com- 
mon stock. Price—At par (10 cents per share). Proceeds 
—For mining expenses. Office—305 Main St., Park City, 
Utah. Underwriter—Walter Sondrup & Co., Salt Lake 
City, Utah. 


Utah Oil Co. of New York, Inc. 
May 6 (letter of notification) 300,000 shares of capital 
stock. Price — At par ($1 per share). Proceeds — For 
development of oil and gas lands. Office—574 Jefferson 
Ave., Rochester 11, N. Y. Underwriter—Frank P. Hunt 
& Co., Inc., Rochester, N. Y. 


% Utah Power & Light Co. (8/11) 

June 26 filed $20,000,000 of first mortgage bonds due 
1988. Proceeds—To redeem $15,000,000 of first mort- 
gage bonds, 544% series due 1987, to repay $4,000,000 of 
bank borrowings, and the balance together with further 
borrowings under a bank agreement and cash generated 
in the business will be used to carry forward the con- 
struction program of the company and its subsidiaries 
amounting to approximately $43,000,000 for the period 
1958-1960. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; First Boston Corp. and Blyth & Co. Ine. (jointly); 
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White, Weld & Co. and Stone & Webster Securities Corp. 
(jointly); Salomon Brothers & Hutzler; Kidder, Peabody 
& Co.; Eastman Dillen, Union Securities & Co., and 
Smith, Barney & Co. (jointly): Lehman Brothers and 
Bear, Stearns & Co. (jointly). Bids—Expected to be re- 
ceived in Room 2033, 2 Rector Street, New York, N. Y., 
up to noon (EDT) on Aug. 11, 1958. 


W. J. Management Co. 
June 13 (letter of,notification) 10,000 shares of common 
stock (par $10) to be offered to certain employees of 
Wilson-Jones Co. and its subsidiaries. Priee—$18.50 per 
share. Proceeds—To reduce outstanding loans and the - 
purchase of commen stock of Wilson-Jones Co. Office— 
209 South Jefferson St., Chicago 6, Ill. 
None. ; 


Wainut Grove Products Co., Inc. 

May 26 filed $500,000 of 6% sinking fund debentures, 
series A, due 1968. Price — 100% of principal amount. 
Proceeds—For expansion program and working capital. 
Business—The forrhulation, manufacture and sale of a 
complete line of livestock feed supplements minerals 
and pre-mixes. Underwriter — The First Trust Co. of 
Lincoln, Neb. 


® Washington Gas Light Co. (7/23) 

June 25 filed 60,000 shares of serial cumulative preferred 
stock (no par). Price—To be supplied by amendment. 
Proceeds—To be added to the company’s general funds 
to. be available for the current construction program, 
which is expected -to cost about $11,250,000 during 1958. 
Underwriters—Ffirst Boston Corp., New York, and John- 
ston, Lemon & ‘Co., Washington, D. C. 


® Washington Investment Co., Tacoma, Wash. 
Report in June 26 issue that this company had filed . 
June 23 (by amendment) an additional 180,000 shares 
of common stock was in error. 


% Washington Water Power Co. (7 23) 

June 26 filed .$15.000,000 of first mortgage bonds due 
1988, and 200,000.shares of common stock (no par). Price 
—To be supplied by amendment. Preeeeds—To be ap- 
plied in part to the repayment of $15,500,000 ef outstand- 
ing notes, the proceeds of which were used for property - 
additions and improvements. The balance of the pro- 
ceeds will be used to meet construction requirements. 
Underwriters—Kidder, Peabody & Co., Blyth & Co., Ine., 
White, Weld &-Co. and Laurence M. Marks & Co., all of 
New York. 


a Carolina Telephone Co., Weaverville, 
N. Car. 
June 6 filed 89,391 shares of common stock to be of- 
fered for subscription by holders of outstanding com- 
mon stock at the rate of one new share for each three 
shares held. The record date is to be supplied by amend- . 
ment. Price—At par ($5 per share). Preceeds—To be 
applied to the payment of $700,000 of short-term bank 
loans incurred in carrymg forward the company’s con- 
struction and conversion program. Underwriter—N one. 
Western Pacific Mining Co., Inc. 
May 26 filed 564,000 shares of common stock. Price—At 
par ($1 per share). Proceeds—For capital expenditures 
and exploration costs. Office—Santa Paula, Calif. Un- 
derwriter—None. 


White Caps Gold Mining Co. 
June 16 (letter of notification) exchange of 1,100,510 
shares of company’s stock (par 10 cents) for a like num- 
ber of shares of stock:of International Copper & Cobalt 
Mines, Ltd. on.a share-for-share basis. Office—Suite 
317, Clay Peters. Bldg., 140 North Virginia St., Reno, 
Nev. Underwriter—None 

Willer Color Television System, Inc. 
April 2 (letter of notification) 72,035 shares of common 
stock (par $1) of which 10,000 are to be offered to stock- 
holders at $2 per share and the remaining 62,035 shares 
are to be publicly offered at $3 each. Proceeds — For 
general corporate purposes. Office—151 Adell Avenue, 
Yonkers, N. Y. Underwriter — Edwin Jefferson, 39 : 
Broadway, New York 6, N. Y. - 


Prospective Offerings 


Acme Steel Co. 
March 21 it was announced that the company plans addi- 
tional financing this year, in the form of common stock, 
preferred stock, or a combination of the two, including 
bank loans, .Proeeeds—For expansion program, work- 
ing capital and inventories. Underwriters—Blyth & Co., 
Inc. and Merrill. Lynch, Pierce, Fenner & Smith. 


American-South African investment Co. 

June 13 filed for permission to become registered as an 
investment company of the closed-end type under the 
Investment Company Act of 1940. Business—The trust, 
incorporated under the laws of the Union of Africa, has 
been organized:to provide a medium for investment in’ 
the common shares of companies engaged in business in 
South Africa,.with particular emphasis on those engaged 
in mining gold. The trust may also invest to a certain 
extent in geld bullion. Underwriter—Dillon, Read & Co. 
Inc., New York. 


Associates investment Co. 
Jan. 23 it was reported company plans to issue and sel} 
some additional debentures (amount not yet determined). 
Underwriters — Salomon Bros. & Hutzler and Lehman 
Brothers, both of New York 


B.S.F. Co., Birdsboro, Pa. 
June 23 it was reported the company plans to issue $1,- 
500,000 of 10-year suberdinated denentures, with detach- 
able warrants to subscribe to capital stock for a 10-year 
period at not less than $11 per share. Each $1,000 deben- 
ture to carry warrants to subscribe for 100 shares of 
capital stock. 





Underwriter— . 
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C.G.S. Laboratories 

June 23 it was reported the company plans the issuance 
of 60,000 shares of common stock. Proceeds—Working 
capital. Business—Electronics. Office—391 Ludlow St.. 
Stamford, Conn. Underwriter—Hayden, Stone & Co., 
New York. Registratien—Expected about July 9. 


California Electric Power Co. 
March 10 it was reported company may tissue and sell n 
1958 about 450,000 additional shares of common stock 
Underwriter—To be determined by competitive bidding 
Probable bidders: White Weld & Co.; Kidder, Peabod) 
& Co.; Merrill Lynch, Pierce, Fenner & Smith; Carl M 
Loeb, Rhoades & Co., and Bear Stearns & Co. (jointly) 


California Water & Telephone Co. (7/10) 

The company has applied to the California Public Utility 
Commission for permission to sell an issue of 200,000 of 
$1.24 dividend convertible preferred stock (par $25) 
Convertible into common stock at $23.8095 until Aug. 1 
1963, and at $25 e share thereafter. Preeeeds—Will be 
used to reimburse the company treasury for expenses 
in-comnection with construction, extension and improve- 
ment of facilities. Underwriter—Blyth & Co., Inc., New 
Yerk and San Francisco. 


%* Central Hadiey Corp. 

The shareholders of the company at a special meeting 
held on June 25, approved an amendment to the certi- 
ficate of incorporation authorizing an issue of 200,000 
shares of 5° cumulative convertible preferred stock 
(par $10). Convertible into common stock at the rate 
of $2.86 per share. Proceeds—tTo retire outstanding notes 
of a subsidiary in the amount of $768,000. 


Central Louisiana Electric Co., Inc. 
March 28 it was announced that the company’s financing 
program for the year 1958 anticipates the sale of botb 
debt and equity securities (probably preferred stock) 
aggregating approximately $5,000,000. Both issues may 
be placed privately. 


Columbus & Southern Ohio Electric Co. 

Dec. 9 it was reported company plans to issue and sel) 
about 250,000 additional shares of common stock. Under- 
writers — Dillon, Read & Co. Inc. and The Ohio Co 
(jointly). Permanent financing not expected until late 
in 1958 or possibly early in 1959. 

® Consolidated Natural Gas Co. (8/13) 

Company plans to issue and sell $45,000,000 30-year sink- 
ing fund debentures. Preeeeds—New construction. Un- 





derwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co.: White, Weld & 
Co. and Paine. Webber, Jackson & Curtis (jointly); 


Morgan Stanley & Co. and First Boston Corp. (jointly). 
Bids—To be received on Aug. 13. 


Consumers Power Co. 

Feb. 21 Dan E. Karn, President, announced that $100,- 
600.000 has been budgeted for expansion and improve- 
ment of service facilities during 1958. Indications are 
that $60,000,000 of senior securities may. be involved 
Underwriter—For any bonds, to be determined.by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Morgan Stanley & Co.; White, Weld & Co. and 
Shields & Co. (jointly); The First Boston Corp. and 
Harriman Ripley & Co. Inc. (jointly). An offering of 
$35,156,700 of 453% convertible debentures, offered to 
stockholders, was underwritten in October, 1957, by Mor- 
gan Stanley & Co. 


Dixon Chemical industries, inc. 
March 10 it was reported company plans to do some fi- 
nancing, the type of securities to be announced later 
Proceeds—For expansion. Underwriter—Harriman Rip- 
ley & Co. Inc., New York 


Equitable Gas Co. 
April 7 it was reported that the company expects iate) 
in the year to issue and sell additional securities, prob- 
ably preferred stock, to secure approximately $5,000,000 
of additional funds. Proceeds—Together with $7,000,000 
from private sale of 442% bonds, to repay short-term 
bank loans and for construction program. Underwriters 
—May be The First Boston Corp.; Kidder, Peabody & 
Co.; Merrill Lynch, Pierce, Fenner & Smith; and White 
Weld & Co., all of New York. 

Gas Service Co. 
March 24 it was reported that company plans to issue 
$11,000,000 of first mortgage bonds later this year. No de- 
cision as yet has been made as to the procedure the com- 
pany will follow. Preceeds—For repayment. of short- 
term notes and loans and for construction program. 
Underwriter — If determined by competitive bidding, 
probable bidders may be Halsey, Stuart. & Co. Inc.; 
Merrill Lynch, Pierce, Fenner & Smith,-and White, 
Weld & Co. (jointly); Blyth & Co., Inc.; The First Boston 
Corp.; Lehman Brothers. 
® Grace Line Inc. 
Company plans to issue approximately $18,000,000 of 
government insured bonds secured: by a-first preferred 
ship mortgage on the new “Santa Rosa”*and “Santa 
Paula.” The financing will comprise two'issues of $9,- 
000,000 each. Underwriters—Merrill Lynch, Pieree, Fen- 
ner_and Smith; Paine, Webber, Jackson & Curtis; Smith, 
Barney Co.; White, Weld & Co.: and F. Eberstadt & Co., 
all of New York. Offering—Expected at end of July. 


Great Atlantic & Pacific Tea Co. 
Feb. 19 it was reported a secondary offering of common 
voting stock is expected in near future. Underwriters— 
May include: Blyth & Co., Inc.; Carl M. Loeb, Rhoades 
& Co.; Hemphill, Noyes & Co.; Smith, Barney & Co.; 
and Merrill Lynch, Pierce, Fenner & Smith. 
Hackensack Water Co. 
March 12, George H. Buck, President, said that com- 
pany plans to sell some $7,000,000 in new. securities by 
the end of this Vear in the form of first mortgage bonds 
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and preferred stock. Recent bond financing was made 
privately. In event of competitive bidding for bonds or 
debentures, bidders may include: Halsey, Stuart & Co 
{nc.; The First Boston Corp. and White, Weld & Co 
(jointly); Stone & Webster Securities Corp.; Blyth & 
Co., Inc.; Drexel & Co. and Dean Witter & Co. (jointly) 
The First Boston Corp. and White, Weld & Co. (jointly) 
underwrote last common stock financing. There is no 
preferred stock presently outstanding. Private sale of 
30,000 shares ($3,000,000) of preferred is planned. 


Houston Corp. 
June 2 company announced that it plans to register com- 
mon stock and debentures to be issued in connection 
with acquisition of the Coastal Transmission Corp. Un- 
derwriters—Blyth & Co., Inc.; Lehman Brothers: Allen 
& Co.; and Scharff & Jones, Inc. 


Kansas Gas & Electric Co. 

March 31, G. W. Evans, Chairman, announced that com- 
pany plans to sell some bonds originally scheduled for 
mid-year, but which sale may now be deferred unti) 
late 1958 or early 1959. Proceeds—About $8,000,000 for 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; Kidder, Peabody & Co., and Merrill 
Lynch, Pierce, Fenner & Smith (jointly); Lehman 
Brothers; Eastman Dillon, Union Securities & Co. and 
Stone & Webster Securities Corp. (jointly); Glore, For- 
gan & Co., and Goldman Sachs & Co. (jointly). 


Kansas Power & Light Co. 

Feb. 14 it was announced company plans to issue and 
sell $10,000,000 of first mortgage bonds due 1988. Pro- 
ceeds—For construction program. Underwriter—To be 
determined by competitive bidding. Probable bidders; 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Glore, 
Forgan & Co.; Harriman Ripley & Co. Inc.; White, Weld 
& Co.; Blyth & Co., Inc.; Equitable Securities Corp. 


Kentucky Utilities Co. 
June 16 company stated it will sell bonds and/or com- 
mon stock in the last quarter of 1958. Underwriters— 
Blyth & Co., Inc. and J. J. B. Hilliard & Son. 


MacMillan & Bloedel, Ltd. 
Stockholders will vote at a special meeting June 17 on a 
proposed issue of $32,500,000 of sinking fund debentures 
of which $10,000,000 would be sold in the United States, 
bearing 47s°% interest and due in 20 years. 


Master Fund, Inc., Fairfield, Calif. 
Jan. 27 it was announced this newly organized invest- 
ment company plans to offer to bona fide residents of 
California 10,000 shares of capital stock (par $1). Price 
—$10 per share, less an underwriting discount of 8%%. 
Proceeds—For investment. 


Midiand Enterprises, Inc. 
March 28, company announced it plans to issue on or 
before Dec. 31, 1958 $3,200,000 of first preferred mort- 


gage bonds. May be placed privately. Preceeds — To 


repay bank loans and for working capital. 


Midwestern Gas Transmission Co. 

March 24 it was announced that this subsidiary of 
Tennessee Gas Transmission Co. has applied to the Fed- 
eral Power Commission for permission to issue first 
mortgage bonds, unsecured notes and common stock. 
Proceeds—To build pipe line system to cost about $111,- 
000,000. Underwriters— Stone & Webster Securities 
Corp. and White Weld & Co., both of New York. 


Montana-Dakota Utilities Co. 

March 24 it was reported the company plans to issue and 
sell an undetermined amount of first mortgage bonds in 
the latter part of this year or in early 1959. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; 
Merrill Lynch, Pierce, Fenner & Smith and Kidder, 
Peabody & Co., Inc., (jointly); and Blair & Co., Inc, 


Moore-McCormack Lines, Inc. 
March 24 it .was announced company plans to issue and 
sell $24,000,000 of government insured bonds secured by 
a first preferred ship mortgage on the liners S. S. Brasil 
and S. S. Argentina. Underwriters—Kuhn, Loeb & Co. 
and Lehman Brothers, both of New York. Offering—Ex- 
pected this Summer. 


New England Telephone & Telegraph Co. (8/26) 
April 11 it was announced company plans to issue and 
sell $40,000,000 of debentures. Preceeds—To redeem a 
like amount of 442% bonds due 1961. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Mor- 
gan Stanley & Co. Bids — Expected to be received on 
Aug. 26. 


New York State Electric and Gas Co. 

March 7 it was announced that approximately $7,500,000 
from additional financing will be required for construc- 
tion expenditures for the balance of this year. The man- 
agement intends to negotiate a new line of credit with a 
group of banks and expects to sell equity securities later 
this year or in early 1959, depending upon prevailing 
market conditions. Underwriter—For any common stock: 
The First Boston Corp., New York. 


Norfolk & Western Ry. (8/20) 
Bids are expected to be received by the company on 
Aug. 20 for the purchase from it of $2,340,000 of series 
D equipment trust certifieates. Probable bidders: Halsey, 
Stuart & Co. Inc.; Salomon Bros, & Hutzler. 


Northern Illinois Gas Co. 
June 10 it was announced company will sell this Sep- 
tember $20,000,000 mortgage bonds providing new gas 
supply from Northern Natural Gas Co. is approved by 
Federal Power Commission. In event this project has to 
be deferred, company will likely issue $10,000,000 bonds 
later in the year. Company’s 5-year construction pro- 
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gram calls for $90,000,000 outlay. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; First Boston Corp.; Glore, 
Forgan & Co.; Blyth & Co., Inc. 


Pacific Gas & Electric Co. 

March 20 it was reported company plans sale of an 
undetermined amount of bonds and preferred stock in 
the latter part of this year or early 1959. Underwriter 
—(1) For bonds to be determined by competitive bid- 
ding. Probable bidders—The First Boston and 
Halsey,Stuart & Co. Inc. (jointly); Blyth & Co., Inc.; (2) 
For preferred stock: Blyth & Co., Inc. 


Pacific Telephone & Telegraph Co. 
Jan. 8 it was reported company plans $300,600,000 capi- 
tal outlay program. Proceeds—For construction program 
in 1958 and 1959 ($137,000,000 in 1958). Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders— Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. 


Public Service Electric & Gas Co. (8/20) 

May 26 it was announced that the company plans 
early registration of $60,000,000 of first refunding mort- 
gage bonds due 1988. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; The First Boston Corp.; Kuhn, Loeb & Co. 
and Lehman Brothers (jointly). Bids—Expected to be 
received up to 11 a.m. (EDT) on Aug. 20. 


St. Joseph Light & Power Co. 
April 15 it was announced that the company plang to 
market $6,500,000 in bonds or preferred stock “sometime 
this summer.” The stockholders on May 21 voted on 
authorizing an increase in bonded indebtedness of $6,- 
500,000, and an increase in preferred stock from 25,000 
shares to 50,000 shares. Proceeds — For repayment of 
short-term bank loans and for construction program, 
Underwriter—For bonds to be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Smith, Barney & Co., Glore, Forgan & Co. and Blair 
& Co. Inc. (jointly); White, Weld & Co.; Equitable Secu- 
rities Corp. Last preferred financing was done privately. 


South Carolina Electric & Gas Co. 
April 7 it was announced by the company that it plans 
to sell some additional bonds during the latter part of 
the year. Proceeds — Together with bank loans, to be 
used for $16,000,000 construction program. Bonds may 
be placed privately through Kidder, Peabody & Co. 


Southern California Edison Co. 

June 16 it was reported that the company contemplates 
the sale of about $50,000,000 of bonds in the latter part 
of this year. Proeceeds—For construction program. Un- 
derwriter — To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb 
& Co.; First Boston Corp., and Dean Witter & Co. (joint- 
ly); Blyth & Co., Inc. 


Southern Colorado Power Co. a 
May 9 stockhdlders authorized ean additional 100,000°* 
shares of preferred stock (par $50). Un 
Stone & Webster Securities Corp. and Paine, Webber, 
Jackson & Curtis. 


® Southern Railway Co. (7/15) 

Company plans to issue $22,000,000 of 30-year bonds. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Ine.; Kidder 
Peabody & Co., Inc.; The First Boston Corp. and White, 
Weld & Co. (jointly); Morgan Stanley & Co.; Eastman 
Dillon, Union Securities & Co., and Salomon Bros. & 
Hutzler (jointly). Bids—Expected to be received at noon 
(EDT) on July 15. 


Southwestern Bell Telephone Co. (9/23) 

The company has asked the Public Service Commission 
of Missouri for the right to issue $110,000,000 of deben- 
tures. Proceeds—To refund outstanding issue. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Morgan Stantey 
& Co. Offering — It is believed that the issue will be 
marketed in late September. 


Union Electric Co., St. Louis, Mo. 
March 28 it was announced company plans to market 
about $30,000,000 of common stock in the latter part of 
this year or in the first quarter of 1959. Proceeds—For 
construction program, 


% Venezuela (Government of) 
July 1 the Government announced that Kuhn, Loeb & 
Co. and Kidder, Peabody & Co., both of New York, have 
been selected as financial advisors to develop a financial 
program for the country. As a first step in the pro- 
gram a short-term credit is being negotiated between the 
government in cooperation with the two investment 
banking firms and a syndicate of commercial banks in 
the United States, Canada and the United Kingdom. 
The three institutions which are to head this syndicate 
are The Chase Manhattan Bank, The First National City 
Bank of New York, and Bank of America National Trust 
& Savings Association. The Chase Manhattan Bank will 
be the fiscal agent for the credit. The amount of the 
new financing involved is in the neighborhood of $250,- 
000,000. The purpose is to restore government 
which have been reduced by the repayment of excessive 
short term obligations previously incurred, 

Wisconsin Power & Co. 
March 17 it was announced that company plans to issue 
and sell $10,000,000 of first mortgage bonds. Preceeds— 
To retire bank loans and for construction program. Ua- 


derwriter — To be determined by competitive bi 
Probable bidders: Halsey, Stuart & Co, Inc.; 
Barney & Co. and Robert W. Baird & Co., Ine. ¢ ; 
Equitable Securities Corp. and Eastman Dillon, 
Securities & Co. (jointly); White, Weld & Co., ’ 


Peabody & Co. and Salomon Bros. & Hutzler ( 
The First Boston Corp. Offering—Not expected 
late in 1958 or early in 1959. 
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Rejoins Fairman Co. 
(Special to Tar Financia CHRONICLE) 
SANTA MONICA, Calif.—Clar- 
ence D. Hague has rejoined Fair- 
man & Co., Bay Cities Building. 
Mr. Hague has recently been with 
the First California Company. 
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The Packaging Industry’s Outstanding Growth 

One of the most noteworthy growth records of the last two 
decades has been that of the packaging industry, according to the 
June issue of “Perspective,” published by the investment manage- 


ment department of Calvin 


Bullock, Ltd., managers of mutual 


funds with assets in excess of $450,000,000. 
Although complete statistics are not available for all phases 


of the industry, the report said, 
annual sales volume exceeds $10 billion, and the inclision 


the best estimates are that total 
of 


closures, packaging machinery, and accessories would probably 
bring the total to the range of $12-14 billion. 

The basic reason for the above average growth of this indus- 
try, “Perspective” said, is the. great increase in emphasis on the 
package or container on the part of both manufacturers and dis- 
tributors. In the early stages of the inovement away from “cracker 
barrel” retailing, packaging was promoted by legislation, such 
as the Pure Food and Drug laws. Subsequently, a much more com- 
pelling stimulus was the discovery that the package sells the prod- 


uct—or at least greatly helps its sale. 


The rapid growth of the 


self-service super-market and the trend toward convenience foods 
have been equally stimulating factors. 


Stein Roe and 
Farnham Stock 
Fund Shares 


Marketed 


Initial public offering of shares 
of its new mutual investment fund 
was announced July Ist by Stein 
toe & Farnham, Chicago invest- 
ment counsel 
firm which ; ial 7 
organized and ” 
will manage 
the fund. Des- 
ignated the 
Stein Roe & 
Farnham 
Stock Fund, 
In‘e., it will 
invest prima- 
rily in com- 
mon stocks, 

Harry H. 
Hagey, Jr., 
President of 
the new fund, 
said that it 
differs from other recently estab- 
lished investment funds in that 
the fund will receive and invest 
the full price paid by purchasers 
for their shares without deduc- 
tions for any selling costs. The 
fund is of the open-end type and 
shares are offered continuously at 
the current net asset value. Stein 
Roe & Farnham now manage the 
Stein Roe & Farnham Fund In- 
corporated established in 1949 as 
a balanced fund to invest in a bal- 
anced portfolio of bonds, preferred 
stocks and common stocks, It now 
has more than 2,700 stockholders 


and total assets of approximately 
$26 million. This growth has been 
achieved without the payment of 


im be 
7 stocks. 
fF, fund provides a medium for such 
y investment, with the advantage of 
' diversification and continuing su- 
/ pervision by professional manage- 
= ment. 


Harry H. Hagey, Jr. 


any underwriting fees or selling 
commissions. 

In its investment policy, accord- 
ing to Mr. Hagey, the new fund 
differs from the Stein Roe & 
Farnham Fund Incorporated. “We 
have always advocated a balanced 
investment program to protect 
against deflation as well as infla- 
tion,” Mr. Hagey said. “Our bal- 
anced fund constitutes in itself a 
complete program for this pur- 
pose. In many cases, however, 
the investor has other fixed-dollar 
income or assets, such as life in- 
surance annuities, pensions and 
social security benefits which pro- 
vide necessary protection. In such 
cases, any additional funds should 
invested largely in common 
Our new common stock 


The balanced fund, Mr. Hagey 


| said, was organized in response to 


requests of clients of Stein Roe & 
Farnham’s investment counsel 
service. The firm began this serv- 
ice in 1932 to manage the funds 
of large individual investors, per- 
sonal trusts, pension and profit- 
sharing funds, institutions and 
corporations. Many clients also 
sought investment programs for 
relatives and friends whose assets 
were insufficient for effective di- 
versification or to warrant an 
individually supervised account. 
The balanced fund provides such 
a program, 

“The new stock fund,” he said, 
“meets a further problem referred 
to us by some of our clients, as 


well as the additional require- 


ments of some of the shareholders 
in the balanced fund. By using 
varying combinations of the two 
funds it will now be possible to 
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meet the particular requirements 
of any small investor, an advan- 
tage that has usually been re- 
served for the large investor.” 

He explained that while the bal- 
anced fund varies from time to 
time in its percentage of common 
stocks, depending on the business 
outlook, and at times will hold a 
portion of its assets in cash, the 
common stock fund will almost 
always remain fully invested in 
equities selected largely for long- 
term growth. 


Lazard Fund Issue 
Of 8,500,000 Shares 


* 
Oversubscribed 

Tangible evidence of the wide- 
spread investor interest in the 
shares of the newly created La- 
zard Fund, Inc. was reflected in 
the quick oversubscription of the 
final total of 8,500,000 shares 
which were formally offered on 
June 30 at a price of $15 per 
Lazard Freres & Co., New 
York, which headed the under- 
writing syndicate, made the all- 
sold announcement. 

The extent of the demand for 
the shares was pointed up by 
Richard H. Mansfield, President 
of the fund, who noted that the 
pre-offering interest in the issue 
had necessitated successive in- 
creases in the size of the offering 
from the initial filing of 2,500,000 
shares to the final total of 8,500,- 
000. 

The aggregate funds at the dis- 
posal of the fund will be in the 
neighborhood of $117,000,000 con- 
cerning which investment deci- 
sion will be necessary. Mr. Mans- 
field said that while adhering to 
the stated objectives of the fund, 
the primary one of which is cap- 
ital appreciation, the manage- 
ment will of course move cau- 
tiously in the initial investment 
of the funds. 

Lazard Fund willbe a closed- 
end fund until offering is form- 
ally completed, at which date it 
will become an open-end mutual 
fund because it will then redeem 
its shares at net asset value, minus 
a 1% redemption charge. There 
will not be eontinuous offering of 
additional shares as with many 
other funds, thus it is expected 
that Lazard Fund will trade at a 
premium over asset value. 

The new fund will distribute 
substantially all of its earnings 
and will qualify as a regulated 
investment company for tax pur- 
poses and will pay no corporate 
income tax on earnings distrib- 
uted. 


Near-Million Dollar 


Sales Day Recorded 


Group Securities, Inc., enjoyed 
a record sales day on Friday, June 
20, with investor purchases total- 
ing $959,651, according to John L. 
Ahbe, Vice-President and Director 
of Sales. 

Noting that Group’s 1958 sales 
are more than double their 1957 
rate, he said, “In line with this 
trend, the June 20 sales figure is 
almost exactly double our record 
day of 1957 — Oct. 23, which 
marked a recovery from record 
market lows of the previous day, 
Oct. 22.” 


.. Thursday, July 3, 1958 


Formation of New 
Special Situation 
Fund Announced 


The formation of Townsend 
U. S. and International Growth 
Fund, Inc., described as a non- 
diversified special situation 

“fund,” with 

leverage po- 

tential, was 
announced 

July. 1 by its 

officers and 

directors.. The 
new fund is 
headed by 

Clinton Dav- 

idson, Chair- 

man of the 

Board, Ray- 

mond E. Hartz, 

Chairman of 

Executive 

Committee, 

and Morris M. 
Townsend, President. It is spon- 
sored by Townsend Management 
Company. 

Directors of the fund include 
Col. Willard F. Rockwell, Chair- 
man of Rockwell Manufacturing 
Co.; Gen. Albert C. Wedemeyer, 
retired four-star General of U. S. 
Army: Murray Shields, Trustee of 
Bowery Savings Bank; Charles F. 
Smith, President of Financial In- 
dustrial Fund; Gilbert Ott, Exec- 
utive Vice-President and Treas- 
urer of Fiduciary Counsel; and 
Herbert A. Johnson, Vice-Presi- 
dent and Treasurer of FIF Invest- 
ing Associates, Inc. 

The fund is registering 1,000,000 
shares, some of which will be of- 
fered privately at $5 per share 
during the closed-end period. The 
fund will become open-end short- 
ly after the initial offering. It 
will be sold through the existing 
sales organization of FIF Man- 
agement Corp., and FIF Associates, 
Inc. When the fund becomes open- 
end, the price will be based upon 
the net asset value of securities 
then owned, plus a sales charge. 


Members of the fund’s Advisory 
Board, who will provide the board 
of directors with valuable and 
specialized information and 
advice, are the following: George 
S. Eceles, President of First Se- 
curity Corp. of Utah, N. A. and 
director of Union Pacific Rail- 
road: Robert E.-Gross, Chairman, 
Lockheed Aircraft Corp.; Kenneth 
S. Keyes, President, Keyes Co., 
realtors, and President (1957) Na- 
tional Association of: Real Estate 
Boards; Stanley Sebastian Kresge; 
Vice-President S. S. Kresge Co.; 
Charles Hook, Chairman, Armco 
Steel Corp.; Aksel Nielsen, Presi- 
dent, Title Guaranty Co.; Kent H. 
Smith, Chairman, Lubrizol Corp.; 
and General Thomas B. Wilson, 
Chairman, Johnson Motor Lines 
and Resort Airlines, Inc. 

The objective of the fund is to 
concentrate on long-term growth 
of principal, both in terms of dol- 
lars and purchasing power, with 
relatively less interest in current 
income. Its assets will be invested 
in securities of domestic corpora- 
tions and also companies which 
are either incorporated abroad or 
are international in scope and par-~ 
ticularly those with tax advan-~ 
tages. 

Capital appreciation will be 
sought primarily through “special 
situations.” The fund may invest 
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up to 50% of its assets for the 
purpose of exercising control. The 
remaining 50% will be limited to 
5% of its tota] assets per corpora- 
tion and none with over 10% of 
voting control. 


This fund was formed to aid 
investors seeking long-term capi- 
tal growth while taking calcu- 
lated risks. It is intended to serve 
those who believe that the long- 
range economic outlook indicates 
a continuing inflation, where 
equity securities and carefully 
selected rea] estate are desirable 
investments. 

To minimize taxes, incurred by 
both tne fund and its investors, 
the fund currently intends to 
qualify under the Internal Reve- 
nue Code of 1954 as a “regulated 
investment company.” By this 
action it will be able to accumu- 
late 7°% of any long-term capital 
gain realized from year to year. 
The shareholders will be able to 
increase by that amount, the Fed- 
eral tax basis of their shares to 
lessen capital gain taxes payable 
at the time of redemption. 

As a “regulated investment 
company,” it will be necessary to 
distribute to shareholders each year 
at least 90% of the income (not 
including long-term capital gain) 
earned by the fund during that 
year. Such dividends will be paid 
wholly or partly in stock. 

As investment advisers, the fund 
has access to companies and serv- 
ices of long established reputation. 

Townsend Management has been 
retained as investment adviser of 
the fund. However, final approval 
of all investments lies with the 
beard of directors. This company 
has associate advisory contracts 
with its subsidiary Fiduciary Coun- 
sel, Inc. and with FIF Management 
Corp. of Denver, Colo. These two 
corporations now provide research 
and investment advice to clients 
with assets of over $600,000,000. 


Fiduciary Counsel, Inc. was or- 
ganized in 1931 to provide invest- 
ment advice to wealthy individuals 
for the primary purpose of pro- 
tecting their capital and its pur- 
chasing power. It now supervises 
investments of families whose 
wealth exceeds $500,000,000 and 
whose average wealth is about 
$5,000,000. Its extensive research, 
investment, tax, and estate plan- 
ning staffs are available to the 
fund. 

FIF Management Corp. was 
organized in 1932 and is the man- 
ager and underwriter of Financial 
Industry Fund, Inc. of Denver, 
Colo. (a fully managed fund), 
which has assets in excess of 
$90,000,000 and contractual pur- 
chase plans providing for potential 
investment of over $185,000,000. 


Nation-Wide Fund 
Reports Broad 


Gains 


Total net assets of Nation-Wide 
Securities Co., Inc., a mutual fund 
managed by Calvin Bullock, were 
$29,102,372 at the close of business 
on May 31, 1958, a new high for 
the reporting period, according to 
Hugh Bullock, President. 

This figure compares with the 
tital net assets of $25,335,354 at 
the end of the last fiscal year 
ended Sept. 30, 1957. 

Net asset value per share was 
$19.26 at May 31, 1958, an 11.9% 
increase from the $17.20 per share 
value reported at Sept. 30, 1957, 
the end of fiscal 1957, Mr. Bullock 
said. He also noted a marked rise 
in sales of new shares during the 
first half of 1958 as compared with 
the same periods of 1957 and 1956. 

Mr. Bullock pointed out that 
the objective of Nation-Wide is 
to provide relative stability for 
principal together with reasonable 
income and protection of purchas- 
ing power through diversification 
in bonds, preferred and common 


stocks, 


Kimball, Former Secretary of Navy, 
Head of Consumers Fund Value Per Share 


Shares in the Consumers Invest- 
ment Fund, a new mutual fund 
are now being offered through 
securities dealers. 

Dan A. Kimball, formerly Sec- 
retary of the Navy and now Presi- 
dent of the Aerojet-General 
Corporation, is President of the 
fund. Other officers are Gregory 
Hankin of Washington, D. C., 
Executive Vice-President; Joel D. 
Wolfsohn of Washington, D. C., 
Vice-President and Secretary; and 
Edward P. Eardley of Falls 
Church, Va., Treasurer. 

The directors, in addition to the 
officers, are George M. Bunker, 
President of the Martin Company, 
Baltimore; Dr. Arthur E. Burns, 
Dean of the Graduate Council of 
George Washington University; 
Hal Noflet Carr, President of 
North Central Airlines, Minne- 
apolis; Robert A. Waidner, Presi- 
dent of Standard Railway Fussee 
Corporation, Baltimore; and Ash- 
ler L. Wheeler, General Counsel 
of North Central Airlines. 

The objective of the new open- 
end fund is to promote the inter- 
ests of the consumer as an inves- 
tor, President Kimball stated. 

“We believe that the consumer 
can better meet the steadily rising 
cost of living by investing, 
through Consumers Investment 
Fund, in various industries in 
proportion to their outputs gen- 
erated by consumer demand,” he 
added. 


Mr. Hankin explained that two 
studies prepared by the Depart- 
ment of Labor enabled CIF to 
determine the output of each in- 
dustry in terms of the percentage 
of each dollar of consumer de- 
mand. 


Oil & Chemical Shs. 
Feature Purchases 


By Bullock Ltd. 


Certain indications of a slowing 
down in the rate of business de- 
cline and other encouraging signs 
of improvement in commodity 
prices and inventories have been 
noted recently, Hugh Bullock, 
President of Bullock Fund, Ltd., 
told shareholders in a report cov- 
ering the six months ended May 
31, 1958. 

Consumer income and retail 
sales volume also appear satisfac- 
tory, he said, noting, however, that 
it seems prudent to retain reserves 
of buying power (currently about 
18% of net assets) to take ad- 
vantage of temporary price weak- 
nesses as further readjustments 
take place. 

Bullock Fund’s_ investments 
have been responsive to interim 
market rises, and income is being 
maintained at close to the levels 
for the same 1957 period, Mr. 
Bullock reported. The value of 
total net assets at May 31, 1958, 
partly as a result of increased 
purchases by investors and partly 
reflecting the recent rise in prices 
of securities owned by Bullock 
Fund, rose to $35,861,941. This 
figure compared with total net 
assets on Nov. 30, 1957 of $31,- 
784,253. 


Net asset value per share at May 
31, 1958 rose to $11.74 as against 
the $11.04 reported at Nov. 30, 
1957, an increase of 6.3%, Mr. 
Bullock told the shareholders. The 
number of shares outstanding also 
climbed to 3,054,762 at the end of 
the first half as against 2,877,863 
reported at the end of last No- 
vember. 


Bullock Fund continues to in- 
vest in common stocks believed to 
have attractive long-term growth 
and appreciation prospects, he 
said. However, he pointed out 
that a somewhat more conserv- 
ative position was maintained 
both as to the types of industries 
represented in the fund’s portfolio 





One is the multi-million dollar 
“Input-Output Study,” which 
shows how much each industry 
puts into: any one industry for 
each dollar of the latter’s output. 
The second gives the production 
of each industry in response to 
consumer demand, as distin- 
guished from government, indus- 
try and export demands. 

“CIF’s investment approach is 
concerned entirely with the in- 
dustrial output in response to 
each dollar the consumer spends, 
and not with the consumer’s ex- 
penditures for goods and _ sery- 
ices,” Mr. Hankin stated. 

For investment purposes, CIF 
has divided the nation’s economy 
into 12 industrial categories. 
These are: Food and Tobacco; 
Clothing; Housing and Household 
Operation; Personal Welfare 
(which includes health, education, 
recreation and amusements); 
Transportation and Travel; Public 
Utilities; Finance, Insurance and 
Business Services, Chemicals, Coal 
and Oil; Minerals, Metals and 
their products; Machinery; Trade; 
and Miscellaneous. 

Members of the Fund’s Invest- 
ment Committee are: Dr. Arthur 
E. Burns, chairman; Louis H. 
Bean, consulting economist and 
statistician; James C. Dockeray, 
professor of finance, George 
Washington University; Thomas 


C. Fichandler, research associate, 
Twentieth Century Fund; Robin- 
son Newcomb, economic consult- 
ant; and Irving G. Rudd, econo- 
mist and investment analyst, of 
Rudd and Co., members of the 
New York Stock Exchange. 


and the amounts held in govern- 
ment bonds and cash, constituting 
buying reserves. 


_ “The principal purchases made 
in the period were in the petro- 
leum and chemical fields, replac- 
ing issues of a more cyclical na- 
ture,” Mr. Bullock said. “As a 
result, on May 31, 1958, drugs and 
medical supplies, petroleum and 
chemical stocks comprised more 
than one-third of the fund’s assets. 
It will be noted that, in addition 
to these growth industries, stocks 
of companies engaged in aircraft 
and missiles, automation and elec- 
tronics continue to be included.” 


Investment Trust 
Of Boston Resumes 
Buying Policy 

wo] 

Investment Trust of Boston’s 
annual report shows total assets 
on May 31, 1958 of $40,855,636, 
equal to $9.16 per share on 4,459,- 
648 shares outstanding. Dividends 
of 36 cents per share were paid 
from net investment income for the 
year, and a distribution of 20 cents 
per share was paid from net real- 
ized capital gains. 

During the past two years the 
Trust has departed from its nor- 
mal policy of full investment in 
common stocks and the exercise 
of its borrowing power. The ex- 
tent to which it has done so is 
shown in a table in the President’s 
letter, which goes on to point out 
that initial steps to return to the 
more normal position were taken 
during the last quarter. 


Jas. S. Baker in Yarmouth 


(Special to Tue FPinancraL CHRONICLE) 


YARMOUTH, Mass.—James S. 
Baker & Co. is now doing busi- 
ness from offices at 425 Main 
Street. The firm was formerly in 
business in New York City acting 
as dealers in U. S. Government, 
state and municipal bonds. 


Canada General 


Increases 12.7% 


Canada General Fund Lid., a 
mutual fund investing exclusively 
in common stocks of Canadian 
business corporations, reports that 
the net asset value of the fund’s 
shares increased by 12.7% to 
$12.15 from $10.78 in’ the third 
quarter of the present fiscal year 
ended May 31. 

During the period, total net 
assets rose to $78,321,770 from 
$70,195,430 three months earlier 
on Feb. 28. Net investment in- 
come for the quarter, which is 
reinvested’ ‘for shareholders, 
amounted to approximately six 
cents per share. 

Henry T. Vance, President of 
the large American-sponsored 
mutual fund, in his letter to share- 
holders notes that there is positive 
evidence, particularly when com- 
paring the Canadian and U. S. 
economies, that Canada may be 
moving toward a resumption of 
the strong upward pattern of its 
economy. 

“Of particular interest,” he said, 
“is the fact that while Canadian 
business trends have been sub- 
stantially better than in the U. S.., 
the stock market has not done as 
well.” A conclusion to be drawn 
from this, Mr. Vance added, is 
that stocks are more favorably 
priced in relation to business in 
Canada than in the U. S. 

The quarterly report revealed 
the elimination from the fund’s 
portfolio of British Columbia Elec- 
tric, 4% preferred, and McColl- 
Frontenac Oil, 4% preferred, and 
substantial increases in the hold- 
ings of Simpsons, Limited, Super- 
test Petroleum Corp., Ltd., Royal 
Bank of Canada, Quebec Natural 


- Gas Corp., North Star Oil Limited, 


Great Lakes Power Corp., Ltd., 
Canadian Oil Companies, Limited 


and British Columbia Power Corp. 


“Careful Growth 
During a Difficult 
Market Period” 


Shares of The Fully Adminis- 
tered Fund of Group Securities, 
Inc. appreciated 12% in the fiscal 
six months ended May 31, as com- 
pared to a rise of 2.9% in the 
Dow-Jones Industrial Average. 


Herbert R. Anderson, Group’s 
President, called this “careful 
growth during a difficult market 
period.” Relating performance to 
the market high of July 12, 1957, 
he noted that this balanced fund 
was 4.4% above its price at that 
time with the 1957 year-end capi- 
tal gains reinvested, while general 
market averages were lower by 
more than 10%. 


The May 31 portfolio shows 
26.65% of assets in corporate 
bonds, government bonds and 
cash; 73.35% in common stocks 
with the emphasis on tobacco, 
utilities, merchandising and food 
stocks providing a defensive char- 
acteristic to the portfolio. 

Mr. Anderson likened the in- 
vestment policy of The Fully Ad- 
ministered Fund to the attitude of 
a careful driver who proceeds to 
his destination with the least pos- 
sible risk. “We are watching the 
economic road ahead for signs that 
would lead us to change our cur- 
rent defensive emphasis,” he said. 

A folder containing the latest 
portfolio and investment results of 
The Fully Administered Fund of 
Group Securities, Inc. may be ob- 
tained from Distributors Group, 
Inc., 63 Wall Street, New York 5, 
New York. 


Sutro Bros. Adds 


(Special to Tue Prnancrat C#RONICLE) 
MIAMI BEACH, Fla—John J. 
Gleeson is with Sutro Bros. & Co., 
1048 Kane Concourse, Bay Harbor 
Islands. 


tell, 
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Twol.D.S. 
Funds Report 


Total net assets of Investors Se- 
lective Fund, Inc., mutual fund 
affiliate managed by Investora 
Diversifed Services, Inc., rose to 
a record high of $22,790,737 as of 
May 31, 1958 compared with $19,- 
335,035 on Nov. 30, 1957, up 
$3,455,702 for the first half of the 
current fiscal year, Joseph M. 
Fitzsimmons, Chairman of the 
Board and President, announced 
in the fund’s semi-annual report. 

Net asset value per share in- 
creased to $9.66 at the 1958 fiscal 
half-year-end from $9 per share 
six months previously. 

Dividends declared during the 
six months reviewed amounted to 
22 cents per share compared with 
21 cents per share during the first 
half of the preceding fiscal year. 
In both periods, dividends were 
derived entirely from investment 
income. 

Investors Selective Fund, which 
invests solely in fixed-income se- 
curities, increased its investments 
in preferred stocks during the pe- 
riod. Proportional holdings of 
long-term bonds remained_rela- 
tively unchanged. At the .close of . 
the half year preferred stocks 
composed 78.91% of total invest- 
ments taken at market values and 
long-term bonds composed 21.09%. 


Total net assets of Investors Va- 
riable Payment Fund, Inc., mutual 
fund affiliate managed by Inves- 
tors Diversified Services, Inc., 
stated at market value of securi- 
ties investments, rose from $13,- 
005,542 as of Nov. 30, 1957, to 
$25,657,068 as of May 31, 1958, up 
$12,561,526 for the first half of the 
fund’s second fiscal year, Joseph 
M. Fitzsimmons, Chairman of the 
Board and President, announced 
in the semi-annual report. 

The initial public offering of 
shares was made on June 24, 1957, 
consequently the first fiscal year 
ended Nov. 30, 1957 covered a pe- 
riod of approximately five months 
of operation, Mr. Fitzsimmons 
reminded the fund’s shareholders, 

Net asset value per share of the 
fund was $4.32 on May 31, 195@ 
compared with $4.01 on Nov. 10, 
1957. t 

These figures include accumt- 
lated net income. In accordan 
with its stated objectives, the 
requires that all dividends fre 
investment income and from any 
realized capital gains be reim- 
vested automatically in addition 
shares. It is contemplated that 
such dividends will be decla 
at the end of each fiscal year, 
report states. 

Shares outstanding increased 
during the period from 3,242,71% 
at the end of the fiscal year to 
5,940,440 at the close of the cur- 
rent half year. 

Number of shareholders also in- 
creused from 14,630 at the close of 
the fiscal year to 23,766 on May 
31, 1958. nan 

Common stocks and equivalen 
equities composed 95.75% of. the 
fund’s investments at the end of 
the period under review and 
short-term notes composed 4.25%. 
The larger common stock invest- 
ments were in the following in- 
dustry groups: petroleum and nat- 
ural gas, insurance, paper and 
pulp, banks, and chensicals. 


Founder’s Reports 
All-Time Record 
Shareholder Total 


It was announced by L. O. 
Collins, President of Founder’s 
Mutual Depositor Corporation, 
that the number of investors has 
increased by 5,728 to a new total 
high of 37,484 as of May 29, 1958. 

The asset value of Founder’s 
Mutual Fund is now approxi- 
mately $28,500,000 and the paid-in 
value of active systematic ac- 
counts as of May 29, 1958, was 
$149,696,250. 


e 
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indications of Current 


Business Activity 


AMERICAN IRON AND STEEL INSTITUTE 
Indicated Steel operations (per cent capacity) 
t to 
ounk sant and eastings (net tons) 


AMERIC. PETROLE INSTITUTE: 
(ye | and pow ae output—daily average (bbis. of 


42 gallons each)_ 
coma runs to stilis—daily average (bbls. ) 
— output ¢dbis.)__ 


Revenene eutgun (bbls. ) 

Distillate oil output (bbis.) > 

Residual fuel oil output (bbis.) 

Stocks at refineries, bulk terminals, in transit, in pipe lines— 
Finished and unfinished gasoline (bbis.) at June 20 
Kerosene (bbls.) at June 20 
Distillate fuet off (pbis.) at_.___-----------—----—-- —_-June 20 
Residual fuel off (obis.) at ~----June 20 

DS: 


nen +4 quusober of cars)—__----_--_-_-_—- June 21 
Revenue freight received from connections (no. of cars)—June 21 
CIVIL ENGINEERING CONSTEUCTION — ENGINEERING 
3 


Total U. 8. eonstruction_________.~- = June 26 
Private June 26 
Public construction.__ ee June 26 


State and municipal June 26 
June 26 


July 6 


July 6 


June 20 
June 20 
June 20 
June 20 
June 20 
June 20 






































COAL OUTPUT (U. S. BUREAU OF MINES): 
Bituminous coal and lignite (tons) June 21 
Pennsylvania anthracite (tons)_.-------~~----~---~-----~-- June 21 
DEPARTMENT STORE SALES ine BIDEX—F EDERAL RESERVE 
SYSTEM—1917-19 AVERAGE = 100_- as + 
EDISON ELECTRIC INSTELUTE: 
Electric output (in 000 kwh.)__---_------ 
FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN & 
BRADSTREET, _.__-June 26 
IRON AGE COMPOSITE PRICES: 
Pinished steel «(per tbh. )_...-.-_-------------------------. June 24 
Pig iron (per gross ton) ; June 24 
Scrap steel (per gross ton) __ ’ 3 24 
METAL PRICES (E. & M. J. QUOTATIONS): 
Electrolytic copper— 
Domestic refinery 
Export refinery at 
Lead (New ¥ork) at 


June 28 


tZine (delivered) at ..- 
Zine (East St. Louis) at... 
Aluminum (primary pig. 99%) at 
Straits tin (New York) at 


MOODY’S BOND PRICES DAILY AVERAGES: 
Government Bonds 






































wees a 

















July 
July 
July 
July 
July 
July 


-—duly 














Ratiroad Group 
Publie Utilities Group. 
Industrials Group a 


MOODY’S COMMODITY INDEX 
NATIONAL PAPERBOARD ASSOCIATION: 
Orders (tons ). 








1 
1 
1 
1 
1 
1 
1 
1 
1 
1 








June 21 
June 21 
June 21 
June 21 











Percentage ef activity 
Unfilled orders (tons) at end of period 


OIL, PAINT AND DRUG REPORTER PRICE INDEX— 
1949 AVERA 


GE = 100 ~~June 27 
BOUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 
, EXCEPT ODD-LOT DEALE 


RS AND SPECIALISTS: 
Tesepins of specialists in stocks in which registered— 
tal June 7 


June 7 
June 7 
--June 7 








wee 

















Other transactions initiated on the floer— 

Total purchases June 7 
June 7 
-June 7 
June 7 











bet 
“F 





initiated off the floor— 


af 
| 
iF 


June 7 
~June 7 
June 7 
June 7 








i 
i 





F 





transactions for account ef members— 


ay 
‘Ni 


June 7 
June 7 
- June 7 
June 7 





& 
g 








i 





STOCK TRANSACTIONS ge Eg 
LOT D t= well 


June 7 
June 7 


June 7 
June 7 
June 7 
June 7 




















June 7 
June 7 
June 7 


June 7 














ie eae, Goce: 2 eS ae N. yr. 
ACCOUNT OF MEMBERS (SHARES ): 
June 7 


June 7 
June 7 











SERIES — U. s. DEPT. Or 
108); 


June 24 
June 24 
Yune 24 
June 24 


than farm and foods_........_.__ June 24 














$483,128,000 


126,297,000 
356,831,000 
233,969,000 
122,862,000 


8,770,000 
544,000 


117 


335 


5.967¢ 
$66.49 
$35.17 


24.700c 
23.850c 
11.500c 
11.300¢ 
10.500c 
10.000c 
24.000c 
94.750c 


399.6 


253,065 
270,117 

88 
366,756 


109.85 


1,688,870 

397,700 
1,324,530 
1,722,230 


431,670 

39,130 
332,190 
371,320 


573,064 


2.996.265 


1,200,171 
$55,372,289 


1,196,675 
9,709 
1,185,966 
$50,269,197 


387,660 


387,660 
405,740 


814,810 
13,206,140 
14,020,950 


The Commercial and Financial Chronicle . . 


. Thursday, 


July 3, 


The following statistical tabulations cover production and other figures for the 


latest week or month available. Dates shown in first column are either for the 
week or month ended on that date, or, in cases of quotations, are as of that date: 


Previous 
Week 
61.7 


* 1,666,000 


518,611 


$429,875,000 


135,188,000 
294,687,000 
220,379,000 

74,308,000 


8,300,000 
475,000 


138 
11,941,000 
290 


5.967e 
$66.49 


fo Suh eB ww 
asohevonunado 
2ESPS2ZE2E 


e 


1,193,750 
219,490 
913,150 

1,132,640 


277,440 
28,650 
268,100 
296,750 
379,100 
98,480 
440,022 
538,502 
1,850,290 
346,620 
1,621,272 
1,967,892 


820,372 
$36,421,697 


824,965 


$34,047,504 
284,680 
284,680 
276,310 


Month 
Ago 
62.4 


1,685,000 


BER EaeRE 
se BREET 


oO 
=} 


$423,990,000 


155,564,000 


268,426,000 


178,108,000 
90,318,000 


7,220,000 
395,000 


128 


278 


5.967¢ 
$66.49 
$35.33 


24.400c 
21.925¢ 
11.500c 
11.300c 
10.500c 


ES¥S2Rse 


_ 
See Pe eewwn 
A 


,711,330 
389,200 
1,269,700 
1,658,900 


466,310 

40 400 
492,340 
532,740 


549,980 
195,630 
685,850 
881,480 


2,727,620 

625,230 
2,447,890 
3,073,120 


1,357,465 
$57,441,121 


1,180,818 
18 


868 
1,161,950 
$48,156,212 


327,950 
327,950 
501,140 


953,240 
13,952,700 
14,905,940 


119.3 

97.4 
113.2 
115.4 
125.2 


Year 


43,885,000 


746,764 
621,518 


$330,135,000 


136,239,000 
193,896,000 
155,184,000 

38,712,000 


10,180,000 
639,000 


5.670c 
$64.56 
$54.83 


28.825c 
27.350c 
14.000c 
13.800c 
11.000¢ 
10.500c 
25.000c 
97.500c 


86.54 
92.50 
96.07 
94.86 
93.67 
86.11 
90.77 
93.97 
93.08 


1,466,910 

270,220 
1,134,610 
1,404,830 


264,020 

19,400 
284,520 
303,920 


493,900 
124,700 
542,870 
667,570 


2,224,830 

414,320 
1,962,000 
2,376,320 


1,325,257 
$77,168,289 


1,146,280 
7,620 
1,138,660 
$56,945,845 


471,220 


504,630 
10,937,040 
11,441,670 


117.1 
90.2 
106.1 
91.3 
125.2 





CASH DIVIDENDS—PUBLICLY REPORTED BY 
U. &. CORPOKATIONS—U. S&S. DEPT. OF 
COMMERCE — Month of Mesa (000’s 
OMENS) Sctiodne nus. dees ae 


IACTOKY EARNINGS AND HOURS—WEEKLY 
AVERAGE ESTIMATE—U. S. DEPT. OF 
LABOR—Month of May: 

Weekly earnings— 
All manufacturing.........._ _.._. 
ell i RS ae 
Nondurable goods._....___ 

Hours— 
All manufacturing... 
Durable voods_______ 
Nondurable goods___ 

Hourly earhings— 
All manufacturing 
Durable goods______ 
Nondurable goods_ 


INTERSTATE COMMERCE COMMISSION— 
Index of Railway Employment at middle of 
May (1947-49 = 100)____.___ 
METAL OUTPUT (BUREAU 
Month of March: 
Mige production of recovera 
United State 
Gold tin fine ounces) 
Siiver (in fine ounces) 
Copper ‘in short tons) 
Lead (in short tons) 
Zine (in short tons) 


OF MINES )— 


ble metals in the 


METAL PRICES (FE. 

May: 

Copper 
Domestic refinery (per pound) 
Export refinery (per pound) 
‘London, prompt (per long ton) 
‘Three months, London (per long ton) 

Lead— 
Common, 
Comunon, 
*London, 
*Three 


& M. J. QUOTATIONS )— 


New York (per pound)_ 

East St. Louis (per peund)_ 
prempt (per long ton) __- ‘ 
months, London (per long ton). 

Zine, (per pound )—-East St. Louis__.____ 
‘sZine, prime Western, delivered (per pound) 
‘*Zine, Lendon, prompt (per long ton)... ~~ 
'*Zine, London, three months (per long ton) 

Silver and Sterling Exchange— 

Silver, New York (per ounce)____- 
Silver, Londen (per ounce) __-_ 
Sterling Exchange (check) _~ 

Tin, New York Straits._______ eS 

Gold (per ounce, U.S. price BRT LOT ORES wales 

Quicksilver (per flask of 76 pounds)_.._.-__ 
‘Antimony, New York boxed 

Antimony (per pound), bulk Laredo_ 

Antimony. (per.pound), bowed Laredo_ 

Platinum, refined (per ounce )__- 
*Cadmium, refined (per pouhd)-~ 

Cadmium (per pound)__- 

SCadmium (per pound). 

Cobalt, 97> grade__ 

Aluminum, 99° grade ingot “weighted 2 

age ¢per pound)____. 

Aluminum, 99°. grade primary Pig____ 

Magnesium ingot (per chug ecte ene 
**Nickel _—_. p eo eer ial 

Bismuth (per pound). : + ete SESS SESS th ee 


MOTOR VEHICLE FACTORY SALES FROM 
PLANTS IN U. S.—AUTOMOBILE MANU- 
FPACTURERS’ ASSN.— Month of May: 

Total number of vehicles_ 
Number of passenger cars________-~- 
Number of motor trucks 
Number of motor coaches__ 


NEW CAPITAL ISSUES IN 
MIDLAND BANK LTD.- 


GREAT BRITAIN 
Month of May--_ 


PORTLAND CEMENT (BUREAU OF MINES)— 
Month of April: 
Production (barrels) - endee 
Shipments from mills (barrels ) ee © Se 
Stocks (at end of month—barrels)__.___~—- 
Capacity used (per cent)_._-._----~. 


RYE CONDITION—CBOP REPORTING BOARD 
U.S. DEPT. OF AGRICULTURE—As of June 1 


U. S. GOVT. STATUTORY DEBT LIMITATION 

—As of May 31 (000’s omitted): 

Total face amount that aad be ns 
at any time ____----__- vile 2 1 

Outstanding—- 
Total gross public debt. 
Guaranteed obligations not owned by 

Ae eee é 


the 


Total gross public debt and guaranteed 

obligations 

Deduct—eother outstanding public ‘debt obli- 
gations not subject to debt limitation 


Grand total outstanding___ Oe ML = 
Baiance face amount of obligations, issuable 
under above authority___™__..._...-~_- alin 


UNITED STATES GROSS DEBT DIRECT AND 
GU ARAN TEED—<000's omitted): 


General funds balance. ....-.~.--_-~- ae 


Net debt ‘ 
Computed annual rate 


UNETED STATES EXPORTS AND IMPORTS 
BUREAU OF CENSUS — Month of March 
(4000's omitted): 

Exports 
eee 


WINTER WHEAT—U. S. DEPT. OF AGRICUL- 
TURE—As of June 1: 
Winter wheat—Production (000’s omitted). 


verge 4 —_— (BUREAU or MINES )—Month 
{ April: 
Production eRe, CONOR initneiecy ert nom 


Shipments (short tons) 
Stocks at end of month (short tons) 


*Revised figure. 


Latest 
Month 


$728,100 


24.298¢ 
21.944¢ 
L178.798 
£180.756 


11.712¢ 
11.512c 
£72.137 
£72.473 
10.000c 
10.500c 
£61.854 
£62.262 


88.625c 
76.101a 
$2.81572 
94.563c¢ 
$35.000 
$229.231 
32.590¢ 
29.000¢ 
$68.154 
$1.55000 
$1.55000 
$1.55000 
$2.00000 


424,273 
349,802 
74,236 
235 


£18,152,000 


24,011,000 
25,318,000 
35,179,000 


79 


89% 


$280,000,000 


275,652,540 
96,756 


Previous 
Month 


$1, 682, BOC 


24.233 

21.63l« 
£175.600 
£176.925 


12.000 

11.800c 
£72,869 
£73.01¢ 
10.000< 
10.500c 
£62. 375 
£62.5 5 78 


88. 625 > 
76.0440 
$2.81706 
92.957c 
$35.000 
$231.077 
32.590c 
29.000¢ 
29.500c 
$72.000 
$1.55000 
$1.55000 
$1.55000 
$2.00000 


26.100¢ 
24.000c 
35.250¢c 
74.000¢ 


$2.25 


391,678 
316,911 
74.427 
340 


£30,242,000 


17,856,000 
17,370,000 
36,668,000 

37 


$280,000,000 


275,057,407 
93,879 


Year 
Ago 


138,662 
3,437,273 
88.241 
30,865 
51,057 


£85.777 
£82.413 


91.; 30%e 
79.,223a 
$2.79096 
apt 
$35.000 
$255.000 
36.590¢ 
33.000c 
33.500c 
$92.000 
$1.70009 
$1.70000 
$1.70000 
$2.00000 


27.100c¢ 
25.000c 
35.250¢ 
74D00c 


$2.25 


632,637 
531,727 
100.485 


425 
248,946,000 
23,967,000 


23,125,000 
34,893 000 


$278,000,000 


275,233,787 
103,223 





275,749,296 
431,923 


$275,151,287 


433,318 


$275,337,011 


447 594 





$275,317,373 


$2 


4,682,626 


75,749,296 
6,129,890 


$274,717, 969 


5,282,030 


275,157,287 


6,487,218 


$274,889,417 


3,110,582 


$275,337,011 


5,839, 874 





$269,619,406 


+Based on the producers’ quotation. 


2.658 


$1,556,800 
1,085,500 


1,068,696 


11,632 
13,782 
30,429 


$268 664,069 


2.679"- 


1,009,754 


12,951 
11,426 
32,579 


$269,497,137 


2.746% 


$2,150,860 
1,152,500 


707,201 


14,747 
15,914 
28,710 


tBased om the average of the 


19538 


sAverage of quotation on special shares toe plater. 
{Demestic five tons or more but less than earload lot boxed. Delivered where freight 
from East St. Louis exceeds 0.5c. **F.o.b. Port Colburne U. 8. duty included. Spenatege 
of daily mean and bid and ask quotation at morning session of London Metal Exchanve 

ttDeficit. 


intiesialente producers’ and piaters’ quotations. 
ne *Revised figure. {Includes 992,000 barrels of foreign crude runs. {Based on new snnual capacity of 140,742,570 tons 

1, 1958, as against Jan. 1, 1957. basis of 133,459,150 tons. tNumber ef orders not reported since introduction of 

ots noma +Prime Western Zinc sold on delivered basis at centers where freight trom Kast St. Louis exceeds 

















Reporter's 





The corporate new issue market 
appears to be still plagued by the 
touch of indigestion it developed a 
fortnight or so back. Even though 
seemingly unwarranted reports of 
a shift in Federal Reserve money 
policy have been pretty much dis- 
proved, buyers still do not show 
any disposition to snap up new 
offerings. 

On the contrary, institutional 
investors seem satisfied to sit back 
and wait out developments. They 
are aware of unsold inventories 
in underwriters’ and dealers’ 
hands and alse of the fairly busy 
calendar ahead for the next sev- 
eral weeks. 

Not even a yield of close to 4% 
appeared sufficient to arouse the 
interest of buyers at the moment. 
Florida Power Corp., awarded its 
issue of $25 million bonds to 
bankers on a bid of 101.739 for a 
412% coupon. Bankers fixed a 
reoffering price to yield 3.98%, 
but even so demand was reported 
slow. 

Naturally U. S. Steel Corp.’s 
plans for raising $300 million new 
capital, along with the realization 
that the U, 8. Treasury has sub- 
stantia] maturities to provide for 
come Aug. 1, give ample reason. 
in the view eof the investor, to 
stand aside fer the moment. 

Feeling in market circles is that 
it probably will take another 
month or six weeks to cleanup the 
overall situation and bring the 
secondary market back to a posi- 
tion of relative stability. 


Federal Reserve 


Whatever may have prompted 
the story of a shift in Federal Re- 
serve position on credit its actions 
of the last fortnight could hardly 
be called indicative of any such 
intention. 

Quite the reverse, the System 
poured funds into the market to 
offset a threatened squeeze, due 
to taxes and other conditions, in- 
cluding the loss of gold bullion. 


As of now it still appears that 
the Reserve remains committed 
to the policy expounded by Chair- 
man William M. Martin some 
menths baek when he said in ef- 
fect that the aim of the Reserve 
was “to lean against the wind.” 
In other werds to keep things or- 
derly. 


Waiting for a Change 


The Martin Co., plane builder, 
is the latest potential issuer to de- 
cide that the time is not right for 
seeking new capital at the mo- 
ment. The company had plans set 
to market $25 million of sinking 
fund debentures. 

The issue was slated to reach 
market yesterday, but the com- 
pany decide@ at the last minute 
to defer the offering. It did not 
give any specific reasen for the 
“move, but it was indicated that 


the firm found the market not 
quite to its liking. 

The registration statement will 
be kept on file with the Securities 
and ‘Exchange Commission mak- 
ing quick action possible in the 
event that market conditions im- 
prove. 

Big Week Ahead 


Something over $200 million in 
new offerings is slated for the 
next week, with New York Tele- 
phone Co.’s $65 million of new 
bonds; due up for bids on Wed- 
nesday, topping the list. 

Laclede Gas Co. will market $8 
million preferred stock on Mon- 
day and open bids for $10 million 
of bonds the following day. The 
Same day Northern States Power 
Co. of Minn. takes bids for $30 
million bonds. 

On.Wednesday Mead Corp. has 
$25 million of debentures sched- 
uled for’ market, while Thursday 
brings up $25 million preferred 
of. Boston Edison Co., $30 million 
debentures of Southern Natural 
Gas Co. and 200,000 shares of 
preferred of California Water & 
Telephone Corp. 


Limited Partnership 
Interest in Motors Bidg. 
Realty Go. Offered 


Glickman Securities Corp., New 
York City, is presently offering 
$5,780,000 of limited partnership 
interests in the Motors Building 
Realty Co. to be sold in units of 
$5,000 each at par. Half units also 
available. 

The company is a limited part- 
nership organized in the State of 
New York. The partnership pro- 
poses to purchase for investment 
the lease of the land and the 25- 
story office building known as the 
General Motors Building, Broad- 
way & 57th St., New York City. 
It is the financial headquarters for 
General Motors Corp. which now 
leases 84% of the building. Upon 
completion of the purchase, the 
property will be subleased to and 
will be operated by Glickman 
Corp. under a net sublease. A 
ruling has been obtained from the 
U. S. Treasury Department that 
the partnership will be taxable 
as a partnership and not as an 
association. 


Peter Macpherson With 
Manley, Bennett & Co. 


DETROIT, Mich.—Manley, Ben- 
nett & Company, Buhl Building, 
members of the New York and 
Detroit Stock Exchanges, have 
announced the association of Peter 
M. Macpherson with them. A 
youthful veteran of Griswold 
Street, Mr. Macpherson has been 
a member of the Detroit Stock 
Exchange for six years where he 
operates as a “iloor-broker.” In 
addition, he maintains offices with 
the Manley, Bennett firm at 1100 
Buhl Building, where he services 
his personal clientele. 


John G. Kinnard Adds 


MINNEAPOLIS, Minn.—Russel 
K. Johnson has been added to the 
staff of John G. Kinnard & Co., 
80 South Eighth Street. 
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a 1797 
THE 


CHASE 


MANHATTAN 
— BANK 





The Chase Manhattan Bank has de- 
clared a dividend of 60c per share on 
the 15,090,000 shares of the capital 
stock of the Bank, payable August 
15, 
close of business July 15, 1958. 

The transfer books will not be 
closed in connection with the pay- 
ment of this dividend. 


-. 


1958 to holders of record at the 


MORTIMER J. PALMER 
Vice President and Secretary 





y, 
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The Security I Like Best 


to yield 4.12% on its cash divi- 
dend of 25c per share quarterly. 
The company also paid 2% in 
stock on 10/22/57 and on 
10/22/56. The high and low is 
2434-205. It is rated B by 
Fitch, has paid a dividend since 
1935, is held by 26 institutions 
and is selling 11.15 times 1957 
earnings and paying out 48.8%. 
On the balance sheet dated 
12/31/57, adjusted to the recent 
issue of the 434% debentures, cash 
amounted to $61,760,091 current 
assets $306,033,718, current liabil- 
ities $51,776,508—a current ratio 
of 5.82 to 1, net working capital 





$254,257,210, equivalent to $1,878 
per $1,720 of debt, and $243 per 
share of preferred stock. 

| The convertible preferred stock 
yields more in cash dividends 
than the common stock, yet it is 
senior to it, and it has a call on 
2.88 shares of common stock for 
three and one-half years, which 
might prove very profitable. The 
purchase fund of up to $375,000 
each six months has the advan- 
tage of tending to reduce the out- 
standing preferred shares and also 
steadying its market. 


DIVIDEND NOTICES 


AMERICAN 
CAN COMPANY 
COMMON STOCK 


On June 24, 1958 a quarterly dividend 
of fifty cents per share was declared on the 
Common Stock of this Company, payable 
August 15, 1958 to Stockholders of record at 
1958. Trans- 


Checks will 


the close of business July 25, 
fer books will remain open, 
be mailed. 


JOHN R. HENRY, Secretary 








Amphenol tcicctrunics Corp. 


Ata meeting of the Board of Directors 
of Amphenol Electronics Corporation 
held today a quarterly dividend of 
thirty cents per share was declared, 
ayable July 25, 1958, to the share- 

Iders of record at the close of busi- 
ness July 11, 1958. The transfer books 
will not be closed. 


Dated at Chicago June 24, 1958. 


FRED G. PACE, 
Secretary & Treasurer 





The common stock normally 
must advance 10 points before it 
would materially influence the 
market for the preferred stock. 
If a common cashes 
the 2% stock dividend, the total 
dividend would amount to about 
$1.45, thus producing an inter- 
esting yield of 6.00%. In August 
1956 the company went on record 
as being in favor of stock divi- 
dends to supplement the cash div- 
idend rate in order to conserve 


funds to finance the expansion 
program. 

National has the elements of a 
growth situation, and is maintain- 
ing its pace. In the past five years 
net per share of common stock 
has increased by 79%. It does not 
seem prudent to attempt to actu- 
ally predict the future earnings 
of National, especially beyond this 
current year. However, it does 
appear that this company is 
headed in the right direction in 
placing its capital expenditures, 
research, experience and hopes 
on industrial chemicals, plastics 
and metallurgy. 


DIVIDEND NOTICES 








THE ATCHISON, TOPEKA AND 
SANTA FE RAILWAY COMPANY 


New York, N. Y., June 24, 1958. 


The Board of Directors has this day declared 
a dividend of Thirty Cents (30c) per share, 
being Dividend No. 187, on the Common Cap- 
ital Stock of this Company, payable September 
2, 1958, to holders of said Common _ Capital 
Stock registered on the books of the Company 
at the close of business July 25, 1958. 

R. M. SWEARINGEN, 
Assistant Treasurer. 
120 Broadway, New York 5, N. Y. 





COMBUSTION 
ENGINEERING 


Dividend No. 219 


A Quarterly Dividend of Twen- 
ty-Eight Cents (28¢) per share 
on all the outstanding stock of 
Combustion Engineering, Inc. 
has been declared, payable 
July 25, 1958, to stoc Id- 
ers of record at the close of 
business July 11, 1958. 
Orto W. Srrauss 


Vice-President and Treasurer 














ey 


record on July 10, 1958. 
2 A quarterly dividend of $1 


of $1.1875 


declared. 





OLEATE, Te 


Series F, quarterly dividends n 
Preferred Stock, Series H and Series J, quarterly dividend 
per share on 4%% Preferred Stock, Series I, and a 
i quarterly dividend of $1.2375 per share on 4.95% Preferred 
is Stock, Series K, payable in each case on September 2, 1958, 
g to stockholders of record on August 15, 1958, have also been 





ae 





Gas and Electric 
Corporation 


Common Stock Dividend No. 


The Board of Directors has declared a quarterly divi- 
dend of 40 cents per share on the outstanding Common 
Stock, payable on July 25, 1958, to stockholders of 





Dividends on Preferred Stock 


r share on 4% Preferred Stock, 
of $1.025 per share on 4.10% 






(43) 43 


Form Consol. Securities 


(Special to Tae Fiwawcia, Curowig.e) 
POMPANO BEACH, Fla.—Con- 
solidated Securities Corp. has been 
formed with offices at 900 North 
Federal Highway, to engage in a 
securities business. Officers are 
N. P. Christos, President; R. 8. 
Hurley, Vice-President; and C. R. 
Warner, Secretary-Treasurer, 








TITLE GUARANTEE 









and Trust 


DIVIDEND NOTICE 





clared a dividend of 31% 
cents per share designated as the third 
regular quarter-annual dividend for 
1958, payable August 22, 1958 te stock- 
holders of record on August 7, 1958. 
WILLIAM H. DEATLY « President 


ee 

















Common DivMEND No. 207 
A quarterly dividend of $.50 | 
per share on the Common 
has been declared, payable July 
25, 1958, to stockholders of rec 
ord at the close of business on | 
} July 7, 1958, : 
| Checks will be mailed. 
H. R. Parpwer, Treasurer | 

New York, June 25, 1958. 






PACIFIC 
FINANCE CORPORATION 


DIVIDEND NOTICE 
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ef Directors declared regular 
auarterly dividends on Pre 
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174TH CONSECUTIVE 
QUARTERLY DIVIDEND 





The Board of Directors of 
International Business Ma- 
chines Corporation has today | 
declared a quarterly cash divi- 
dend of $.65 per share, pay- 
able Sept. 10, 1958, to stock- 
holders of record at the close 
of business on Aug. 12, 1958. 


Cc. ¥V. BOULTON, 
, Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
June 24, 19538 
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WASHINGTON, D. C.—Secre- 
tary of the Treasury Robert B. 
Anderson is waiting to see how 
much money Congress is going 
to appropriate at this session 
before making his second trip to 
Capitol Hill since January to 
request the statutory national 
debt limit be raised. 

Congress early in the session, 
on the recommendation of Sec- 
retary Anderson, increased the 
debt ceiling from $275 billion to 
$280 billion. Because of the 
record peacetime expenditures 
Congress is making, the cabinet 
officer of necessity must go back 
and ask that it-be lifted again. 


Ne one knows definitely at 
this time, but there is a possibil- 
&ty that the Treasury Depart- 
ment might make still another 
@equest at the 1959 session of 
Congress. Economic conditions 
of the country during the next 
six months will be a facter 
whether it will be necessary to 
@aise it further toward the $500 
billion mark. 


All of this means the United 
States Government is going to 
have to go to the market to bor- 
row a lot more money. The gov- 
ernment not only is going to re- 
fund billions of securities falling 
due in the weeks and months 
ahead. but it is going to float 
eome more bonds. 

Therefore, it appears that the 
Federal Reserve System is going 
to keep the banks supplied with 
eufficiert money to provide the 
mecessary financing. 


Impending Operations 

On Aug. 1 the Treasury will 
thave to refund a 4% certificate 
of $11 billion. Of this amount, 
about $4.7 billion is held by the 
public, and the remainder by 
the Federal Reserve System. 

On Sept. 15 two bonds total- 
ing $4.7 billion are coming due 
end must be refinanced. Of the 
total, $43 billion is publicly 
theld. 

In December a certificate of 
ae billion (only $1.8 billion is 

eld by the public) must be re- 
€unded. Also in December there 
gnust be refunded $2.4 billion in 
publicly held bonds. 


The refunding operations, plus 
fhe issuance of more securities, 
@bviously is already affecting 
the market in government se- 
eurities. Each financing step 
@aken by the Treasury is of 
marked importance to the entire 
money and credit structure of 
the country. 

With Congress appropriating 
several billions of dollars more 
this session than a year ago, the 
‘Treasury is going to need a sub- 
Stantial amount of additional 
cash during the next six months. 
The Administration believes that 
the deficit for the 1959 fiscal 
year will soar between $8 and 
$10 billion. Some fiscal observ- 
€rs contend the deficit is likely 
to reach much higher. 


“Temporary” Taxes 


Chance of a reduction in 1958 
in the passenger transportation 
tax is in the extremely doubtful 
Category. The tax of 10% on 
@€ach ticket was passed in World 
War II in an effort to discour- 

e traveling by civilians. This 

mporary” tax is an example 
of how difficult it is to get an 
impost repealed once it gets on 
the statute books. 

Should Congress repeal the 

r tax and the 3% tax on 
: in an effort to aid the 
railroads it would leave a big 


Washington i<% 


Behind - the -Scene Interpretations 
from the Nation’s Capital 


money gap in the Treasury to 
fill. The passenger tax is cur- 
rently yielding about $700,000,- 
000 a year to the general fund. 


The National Debt 

The average interest rate on 
the national public debt today 
is 2°. The national debt is 
equal to slightly more than 
$1,600 for every man, woman 
and child in the United States. 
It accounts for one-third of all 
public and private debt in the 
Nation. 

Within the past year, the 
Treasury has sold seven issues 
of intermediate and long-term 
bonds totaling $17.6 billion. 
These sales were made following 
a two-year period when no 
bonds were issued at all. None 
was issued from July, 1955, to 
October, 1957. 


Of course, the Treasury did 
issue notes and other short-term 
securities. For instance, some $2 
billion of the notes, issued in 
August, 1957, bear 4% interest, 
and mature in August, 1962. 
They are now selling at a big 
premium and are regarded as 
“museum pieces.” A feature of 
these notes, for example, is they 
may be redeemed at par at the 
end of two years. They were 
issued, of course, when money 
was extremely tight and the 
Treasury needed some cash in a 
hurry. Thus the higher interest 
rate. 


Series E and H Bonds 

About $42 billion Series E and 
H bonds are currently outstand- 
ing. This is an all-time high. 
For the first five months of 1958 
sales are running slightly ahead 
of the corresponding period of 
1957. Redemptions are less than 
last year. Whereas, redemptions 
were slightly greater than new 
purchases for the first five 
months of 1957, sales have ex- 
ceeded redemptions three of the 
first five months of 1958. 


People in this country have 
been buying about $5 billion in 
E and H bonds a year. The new 
purchases have been offsetting 
the redemptions. The Treasury's 
payroll savings plan has been 
responsible for literally millions 
of people saving for the first 
time since they started earning 
money. Approximately 40,000,- 
000 are currently holding these 


Treasury officials say that be- 
cause of the market fluctuations 
in other United States Govern- 
ment securities, many people are 
buying the $10,000 maximum in 
any one year of E and H bonds 
which pay 314% when held to 
maturity. 


Until the middle of last No- 
vember interest rates on long 
term marketable bonds were 
higher than the E bonds. Since 
then, with the market rates go- 
ing down, the 314% interest 
rates on E and H bonds have 
made these securities more at- 
tractive to the smaller investors. 


Eight years ago there were 


$34.5 billion of E and H bonds 


outstanding, and the figure has 
grown to the current figure of 
$42 billion. While the growth 
has been regarded by Treasury 
officials as somewhat favorable, 
it has not kept pace with other 
forms of savings. Commercial 
banks savings and mutual sav- 
ings banks deposits have climbed 
considerably faster. However, 
the most rapid advance of all 
has been in:savings -placed in 
savings and loan shares. In 1950 
the total savings in these insti- 


And 
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**It’s the Flotsam Loan Company—THEY want a loan!’’ 


tutions amounted to $13.4 bil- 
lion. Today it has soared past 
$41 billion. 


Gauging the Market 

Both the Treasury and the 
Federal Reserve realize that a 
major offering is of great im- 
portance to the financial circles 
of the Nation. The market must 
prepare for it in advance, and it 
must have sufficient periods af- 
terwards for thorough absorp- 
tion of those issues. 

One reason bond prices have 
dropped during the past several 
weeks has been the settling 
down of prices after consider- 
able speculation in the last 
couple of bond issues. 

Treasury officials are now, as 
they have in the past, making a 
thorough study to find out what 
the market wants in the way of 
securities, and thus release is- 
sues to meet th demands as 
far as is possible within the 
overall fiseal policies of the 
Government. 


[This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 


the “Chronicle’s” own views.] 


Pressprich Albany Branch 


ALBANY, N. Y.—R. W. Press- 
prich & Co., members of the New 
York Stock Exchange, announced 
the opening of an office at 75 


State Street, under the manage- 
ment of Robert E. Fallon. Law- 
rence L. Everett will be associated 
with the new branch. 











Sept. 


Nov. 


COMING 
EVENTS 


In Investment Field 


July 11, 1958 (Detroit, Mich.) 


Basis Club first annual summer 
outing at St. Clair Inn and Coun- 
try Club, St. Clair, Mich. 


Aug, 21-22, 1958 (Denver, Colo.) 


Bond Club of Denver - Rocky 
Mountain Group IBA 24th an- 
nual summer frolic at the Co- 
lumbine Country Club. 


Sept. 18-19, 1958 (Cincinnati, 


Ohio) 
Municipal Bond Dealers Group 


annual outing — cocktail and 
dinner party Thursday at Queen 
City Club; field day Friday at 
Maketewah Country Club. 
29-Oct. 3, 1958 (Colorado 
Springs, Colo.) 
National Security Traders Asso- 
ciation Annual Convention at 
the Broadmoor. 


Oct. 6-7, 1958 (Boston, Mass.) 


Association of Stock Exchange 
Firms Board of Governors 
meeting at Somerset Hotel. 
30-Dec. 5, 1958 (Miami 
Beach, Fla.) 

Investment Bankers Association 
of America annual convention 
at the Americana Hotel. 
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Business 
Man’s 


Probiems of the Railroads—Part 
II: Testimony of Government 
witnesses, Economists, Shippers, 
and others in the hearings be- 
fore the Subcommittee on Sur- 
face Transportation of the Com- 
mitte on Interstate and Foreign 
Commerce of the United States 
Senate — U. S. Government 
Printing Office, Washington, 
D.C. 


Ratemaking Rule: ICC Act—Hear- 
ings before the Committee on 
Interstate and Foreign Com- 
merce of the United States Sen- 
ate — United. States Govern- 
ment Printing Office, Washing- 
ton, D. C. 

Sampling Opinions — Frederick F. 
Stephan and Philip J. MeCarthy 
~John Wiley & Sons, Inc., 440 
Fourth Avenue, New York 16, 
N. Y.—$12. 

Solving the Right Problem—Cen- 
ter for Research in Marketing, 
Inc., 40 East 49th Street, New 
York 17, N. Y. (paper), on 
request. 

This Is the Challenge — William 
Benton — Associated College 
Presses, 32 Washington Place, 
New York 3, N. Y. (cloth), $3.95. 

Trends in Consumer . Behavior: 
The Next 10 Years—report of a 
seminar — Foundation for Re- 
search on Human _ Behavior, 
Ann Arbor, Mich., $3. 

Yearbook of the American Bureau 
of Metal Statistics—37th annual 
issue for the year 1957—Ameri- 
can Bureau of Metal Statistics, 
50 Broadway, New York 4,N. Y. 
—paper $4; cloth $4.50. 

Your Buying Guide to Mutual 
Funds and Investment Compa- 
nies — Leo Barnes — American 
Research Council, Larchmont, 
N. Y.—paper—$3.95. 

Your Operation—Robert M. Cun- 
ningham, Jr. — Public Affairs 
Committee, 22 East 38th Street, 
New York 16, N. Y.—paper— 
25 cents. 


Francis |. Du Pont 
Absorbs Scott, Horner 


Francis I. du Pont & Co., 1 Wall 
Street, New York City, members 
of the New York Stock Exchange, 
and Scott, Horner & Co. of Lynch- 
burg, Va., announce a merger ef- 
fective July 1. Hereafter the busi- 
ness will be conducted under the 
name of Francis I. du Pont & Co. 
The Lynchburg, Norfolk, Rich- 
mond, Roanoke and Danville, Va.., 
and Bluefield, W. Va. offices will 
be under the general management 


of Edwin B. Horner. 


Nov. 2-5, 1959 (Boca Raton, Fla.) 
National Security Traders Asso- 
ciation Annual Convention a’ 
the Boca Raton Club. 


CARL MARKS & CO. INC | 





FOREIGN SECURITIES SPECIALISTS 
20 BROAD STREET » NEW YORK 5, Ki. ¥. 
TELETYPE NY 1-971 








TRADING MARKETS 


American Cement 
Botany Mills 
Wurlitzer Co. Com. 
Fashion Park 
Indian Head Mills 
United States Envelope 
Morgan Engineering 
National Co. 
Cormac Photocopy Corp. 


Investment Securities 
10 Post Office Square, Boston 9, Mass. 


Telephone: - Teletype 
HUbbard 2-1990 BS 69 
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Notes on the Canadian Economy 


By R. H. DEAN* 
Nesbitt, Thomson and Company, Ltd., Montreal 
President, Investment Dealers’ Association of Canada 


The members of the Investment 
Dealers’ Association are the dis- 
tributors of investment securities 
in Canada. As such, they are 
aware that it 
would be in 
the interests 
of the Cana- 
dian economy 
to have a 
larger propor- 
tion of Can- 
ada’s debt in 
longer - term 
securities dis- 
tributed 
broadly to 
private Cana- 
dian investors. 
This would 
have the ef- 
fect not only 
of improving the market for long- 
term Government of Canada 
bonds, but would also help to ren- 
der more effective any measures 
that may be taken in the next ex- 
pansion phase of the economy to 
control the money supply. 

A study of the structure and 
distribution of the Government of 
Canada’s debt indicates that a 
broad distribution of new Govern- 
ment of Canada bond issues is not 
only desirable but is easily pos- 
sible, provided the incentives are 
present that are necessary to ef- 
fect such a Canada-wide distribu- 
tion. 

The debt represented by out- 
standing securities has changed 
considerably in the last 10 years. 
Not only has the debt been re- 
duced in size, but the proportion 
of the debt in the form of market- 
able securities in the hand of the 
public has aiso been reduced. This 
has taken place during a time 
when the Canadian economy has 
undergone considerable expansion 
in terms of population, production, 
incomes and savings. 


There is, therefore, from an eco- 
nomic point of view, no reason to 
believe that Canada could not 
support a higher public debt, and 
the prospect of having the debt 
increased this year by from one- 


R. H. Dean 





*An address by Mr. Dean before the 
Annual Meeting of Investment Dealers’ 
Association of Canada, Mancir Richelieu, 
Quebec, Canada, June 19, 1958. 





Head of Canadian investment dealers believes low point in Canadian corporate 
profits and output has been reached and that economic activity will rise at a 
gradual rate—supported by housing and governmental expenditures— in its 
approach to the next expansion phase requiring increasing output of basic 
materials for a growing world demand. Mr. Dean analyzes the considerable 
changes in the structure and distribution of his country’s public debt; favors 
broader distribution and lengthening of government debt, and broader distribu- 
tion of guaranteed mortgages; supports interest rate policy high enough to 
encourage savings and capital in-flow and yet not induce a premium on Cana- 
dian dollar; and detect lessening in inflationary forces and sees no need to be 
alarmed about a half to one billion dollar rise in government debt. 


half to one billion dollars is not 
alarming. 


Direct Debt 


The total direct debt of the Gov- 
ernment of Canada, including 
treasury bills, amounts at the 
present time to about $14,743 mil- 
lion. This is after giving effect to 
the new issues in April and the 
redemption of outstanding issues 
on May 1 of this year. This com- 
pares with the Jan. 1, 1948 figure 
of $16,144 million and shows a 
decline of 8.67%. 

It is interesting to note that 
Canada’s direct debt now amounts 
to about $873 per capita, which 
compares with a per capita figure 
of $1,259 at Jan. 1, 1948. During 
this same 10-year period, the 
Gross National Product increased 
from $1,074 to $1,839 per capita. 
If the direct debt per capita had 
remained unchanged during this 
period, Canada’s total direct debt 
would now be over $21 billion, or 
about $6% billion greater than at 
present. 


The direct debt at present is 
roughly equivalent to 47% of 
1957’s Gross National Product, 
whereas at Jan. 1, 1948 it was 
equivalent to about 117% cf 1947’s 
Gross National Product. 

About 25% of the direct debt is 


represented by assets held by the 
government, and the net debt 
position is therefore roughly in 
the order of $11,000 million. 


Term of Direct Debt 


The proportion of the direct 
debt in securities of over five 
years in term has decreased from 
about 72% at Jan. 1, 1948 to about 
50% at the present time. The pro- 
portion in short-term treasury 
bills has increased during this 
time from 2.78% to 11.02% of the 
direct debt. 

A much larger proportion of the 
direct debt is now in the form ot 
non - marketable securities repre- 
sented by Canada Savings Bonds, 
which now amount to $2,596 mil- 
lion or 17.6% of the total as 
against $1,440 million or 8.9% of 
the total at Jan. 1, 1948. 

When the non-marketable secu- 
rities are excluded from the total 
direct debt, the proportion of se- 


curities of over five years in term 

reduces to about 40%, which 

compares with about 70% at Jan. 

1, 1948. 

Distribution of the Government’s 
Direct and Guaranteed Debt 


Available statistics on the dis- 
tribution of Canada’s debt in- 
cludes both direct and guaranteed 
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OPPORTUNITIES IN CANADA 


Our facilities can be of valuable assistance to those interested in the 
industrial development of Canada and of benefit to investors in selecting 
suitable investments through which to participate in Canada's assured 
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debt. A comparison of such dis- 
tribution at Jan. 1, 1958 with that 
at Jan. 1, 1948 is shown in Table I. 

The foregoing table shows a 
drop of over $2,000 million, or al- 
most 20%, in the General Public’s 
holdings of Government of Can- 
ada direct and guaranteed debt 
securities. 

Carrying our analysis further 
and excluding Canada Savings 
Bonds, we then find that the Gen- 
eral Public’s holdings of market- 


able Government of Canada secu- 
rities were decreased in the 10- 
year period by about 33%. A 
breakdown of these holdings of 
marketable securities at Jan. 1, 
1958 compared with Jan. 1, 1948 
appears in Table II. 

The largest drop in dollar 
amount of the holdings of mar- 
ketable securities was in those 
held by the Canadian General 
Public other than corporations 
and governments. To some ex- 
tent this drop has been offset by 
the increase in the last 10 years of 
Canada Savings Bonds held by 
individuals. However, if all the 
Canada Savings Bonds outstand- 
ing should be added to the mar- 
ketable securities held by the 
General Public other than corpor- 
ations and governments, there 
would still be indicated a substan- 
tial drop in the combined holdings 
of these securities as reflected in 
Table III. 

An apparent reduction of $582 


million of Government of Canada 
securities held by the General 
Public other than corporations 
and governments took place dur- 
ing a period when personal in- 
comes in Canada were increasing 
from $10,390 millions to $22,855 
millions, and while savings de- 
posits with the chartered banks 

Continued on page 10 
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We are engaged in the most 
challenging .. . the most worth 
while, and the most satisfying vo- 
cation in the world—salesmanship. 
We arethe 
ones whomake 
the wheels of 
industry turn, 
we create and 
control mar- 
kets which are 
responsible for 
the tremen- 
dous progress 
and develop- 
ment of our 
modern way of 
life. We have 
built on the 
North Ameri- 
can continent, 
through a sys- 
tem of free enterprise, the highest 
standard of living, the greatest 
security for individuals as well as 
the happiest and most interesting 
way of life in the world. Our re- 
search, our growth, the develop- 
ment of our professions, the chal- 
lenge of our school system, the 
pattern of our religious life, the 
obligations of our social life ... 
in short the finest democracy the 
world has ever known—these are 
the accumulated results of sales- 
manship in all these areas. Every 
salesman carries prosperity as a 
side-line. 

Creative and sound salesman- 
ship has had a major role in our 
economy, not only in the main- 
tenance of our present standard of 
living but in the further develop- 
ment and expansion of our present 
way of life. Upon salesmanship in 
its broad aspects depends the pros- 
perity of the future of Canada and 
the United States. Markets both 


home and abroad are essential to 
our continued progress. Our free 
enterprise system is one of pro- 


A. E. Wall 


*An address by Mr. Wall before The 
Investment ~regg Association of Can- 
7. 2. Manior chelieu, Quebec, June 
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Who's Fooling Whom? 


By A. E. WALL* 


Vice-President in Charge of Agencies 
Confederation Life Association, Toronto, Canada 


Mr. Wall, an experienced insurance executive, offers investment salesmen 
pointers on selling, and underscores the economic contribution made by sales- 
man. Before he discusses three different personality roles a salesman should 
adopt and six faults he should avoid, Mr. Wall examines what makes a coun- 
try grow and warns against the fallacies of emitting more dollars as the way 
to solve our economic problems and of pricing ourselves out of the domestic 


duction, investment and consump- 
tion under which private individ- 
uals and basiness firms, largely of 
their own initiative and responsi- 
bility, make full use in their com- 
munities of the labor skills, man- 
agement skills and capital to 
produce the bulk of goods and 
services that men want. Salesman- 
ship is the power and the ability 
to overcome complacency, to stir 
up dormant or vaguely felt wants 
in people, to create the desire and 
ambition for a fuller more satis- 
factory, more efficient and more 
enjoyable life, including all the 
products and services that go 
along with such a developing scale 
of living. 


Two Problems to Overcome 


We must always remember that 
we are on the verge of a recession 
at all times. Relax the pressure on 
people not to better their lot, to 
improve their standard of living 
and our expanding economy slows 
down. As soon as people become 
satisfied with their present scale 
of living or become fearful of the 
future, they slow down on both 
spending and investing money. 
This in turn cuts down the demand 


and as a result production lags. 
There is a very dangerous and er- 
roneous feeling, even a belief, in 
many quarters that by putting 
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CANADA’S PROGRESS 


Te current and future prospects of Canada are com- 
manding yearly a greater and greater interest on the 
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That is why American Banks, Brokers, Dealers and 
Institutions find it so essential to have ready access to 
every current fact about Canadian securities. 


Such data and information is always available through 
this organization which has a long-standing record of 
success in the financing of Canadian public utility, 
industrial and natural resource corporations. 


From the offices of our New York affiliate, W. C. 
Pitfield & Co., Inc., we maintain private wire con- 
nections with our branches coast-to-coast in Canada. 
Orders or inquiries will be dealt with promptly. Please 
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Telephone: HAnover 2-9250 


W. C. Pitfield 8 Company 


LIMITED 
Members of the Investment Dealers’ Association of Canada 


QueBEc * OTTAWA * CORNWALL * TORONTO * WINNIPEG 
CALGARY * EDMONTON * VANCOUVER * VICT 


SAINT JOHN * MONCTON 


_ >» * 











and export markets. 


more dollars in the hands of con- 
sumers we provide more purchas- 
ing power. Such inflation only 
does this to a small degree and 
reaches a point where the results 
are disastrous both for the indi- 
vidual and for the nation. This 
type of history has been written 
in blood for many nations over 
many ears. Increased purchasing 
power can only come from in- 
creased production. Until we real- 
ize this and do something about it, 
we are headed for trouble and we 
will get further and further away 
from the resumption of our climb 
to further prosperity. 

Labor costs per unit of output 
in manufacturing have risen con- 
stantly over the past 10 years. We 
in Canada and the United States 
are slowly pricing ourselves out 
of not only our export market but 
our own domestic markets. Until 
we realize that greater production 
is the key to national and individ- 
ual prosperity and until we take 
more seriously the fact that the 
maintenance and further improve- 
ment of our present standard of 
living is dependent on productive 
efficiency — we shall not continue 
on the healthy highway to prog- 
ress that has marked our develop- 
ment over the past few years. 
Greater productivity is dependent 
on many factors, the most import- 
ant of which are: 


(1) Sufficient capital for further 
development and to supply addi- 
tional technological improvements 
and expansion. 

(2) Interested and capable em- 


ployees willing and anxious to give 
full value for their day’s pay. 

(3) Efficient and dedicated man- 
agement organization and methods. 
This brings it down to each one 
of us individually. 


We will start back up the road 
to not only full recovery but a con- 
tinuation of our progress towards 
much greater prosperity once every 
man and woman comes to the con- 
clusion that whatever work or 
responsibility they have, it is their 
individual challenge to work as 
efficiently, as productively and as 
creatively as they possibly can 
during their working hours. Then 
and then only when our job is 
taken very serlously will we both 
nationally and individually begin 
to realize our potential and ac- 
complish our overall goals. 

As investment men you must be 
thrilled with your overall contri- 
bution to our modern way of liv- 
ing, both from the angle of your 
business in general and also from 
the viewpoint of your contribution 
as individuals to our present way 
of life. You understand and be- 
lieve thoroughly I’m sure that en- 
terprise capitalism, which you are 
providing, has been the main in- 
strument in giving us the highest 
standard of living both material 
and moral, that the world has ever 
known. 


(1) Capitalism rests on the im- 
petus to risk accumulated savings 
in the hope of making a profit. 

(2) Profit makes possible all the 
economic activities of our society. 


Thursday, July 3, 1958 


(3) Profit rests basically upon 
productivity and productivity on 
competent people. 

(4) Therefore to a large extent, 
our present standard of living rests 
soundly on past investment ac- 
tivity. 


Sees More Savings Needed 

Canada’s future requires in- 
creasing amounts of savings in- 
vested per individual. We today 
are living on an island of free en- 
terprise, surrounded by socialism 
and communism. When you sell 
securities, you are putting dollars 
to work ... you are helping to 
preserve for your children and 
their children what our forefath- 
ers won at so great a cost. Free 
enterprise out produces other sys- 
tems, providing more people with 
more security. Capital makes this 
possible. Capitalism puts ma- 
chines in the hands of the enter- 
prising individual, not in the 
hands of the state. Security sales- 
men are the advanced agents for 
our economic society of tomorrow. 
Every dollar that is invested 
through your efforts and rein- 
vested makes a continuing contri- 
bution. Every client you find and 
persuade to invest his savings be- 
comes automatically a capitalist 
in his or her own small way. Each 
one of them has more of an inter- 
est in the future of our country, 
in the resources and the develop- 
ment of our country than ever be- 
fore. 


The first requisite for top-notch 
salesmanship is a sound sincere 
belief in the product or service 
that you have to offer and the 
knowledge that the product or 
service is of real value both to 
the individual who purchases and 
also in making a contribution to 
a wider progressive and rapidly 
developing Canada. Always re- 
member therefore that selling is a 
two-way relationship. The sales 
must benefit both your prospect 
and yourself, otherwise a continu- 
ing relationship cannot exist. “‘Put- 
ting over the deal” may give you 
“an immediate buck” but fi it does 
not benefit your prospect, it is 
harmful to both of you. The im- 
portant job of any salesman is to 


Continued on page 13 
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THE VAST NATURAL resources of 
Canada have aroused the active interest 
of many U. S. investors. . 
women who want accurate information 
about conducting financial transactions 


The Bank of Nova Scotia with more 
than 500 branches in Canada and abroad 
offers you and your customers complete 


New York Office: 37 Wall St. 


Business 
in Canada? 


. men and 


The Bank of Nova Scotia publishes an authoritative Monthly 
Review, which discusses matters of current Canadian eco- 
nomic interest. If you would like your name added to the 
mailing list, please write or call any of our offices or branches. 


The BANK of NOVA SCOTIA 


for 125 years a partner in helping Canada grow 


Chicago: Board of Trade Bldg. 
General Office: 44 King St. W., Toronto Ontario 


Your enquiries about Canada and the 
current financial situation—at the New 
York Office or the General Office in 
Toronto—will be answered promptly. 
With branches on-the-spot, BNS is in 
a position to give you the up-to-date 
information you and your clients re- 
quire when doing business in Canada. 
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Building a Growing Future’on Solid Ground 


I am very pleased to have this 
opportunity of addressing the 
members of the Investment Deal- 
ers’ Association of Canada at their 


Annual Meet- 
ing. For me 
the occasion is 
most oppor- 
tune following 
as it does im- 
mediately 
upon the pres- 
entation of 
my first budg- 
et and not long 
before the oc- 
casion of the 
Government’s 
next public fi- 
nancing effort. 
The influence 
of government 
policies and activities on the econ- 
omy of the country under modern 
conditions and the size of the fi- 
nancial requirements of govern- 
ment have brought the Govern- 
ment, its fiscal agent the Bank of 
Canada, and the investment deal- 
ers’ profession into very close re- 
lationships. This is particularly 
true in days when resort is had to 
deficit financing to meet economic 
conditions. 


I am aware that your Associa- 
tion was formed in 1916, and from 
modest beginnings has grown until 
it now includes more than 200 
member firms operating nearly 
500 offices from coast to coast and 
employing some 7,000 people. Your 
membership embraces substan- 
tially all the firms in Canada en- 
gaged as principals in the un- 
derwriting, distribution or trading 
of securities, other than dealers 
specializing in highly speculative 
shares. You are to be commended 
for your insistence on high stand- 
ards of conduct and financial 
responsibility on the part of 
your members and thus to earn 
public confidence. I recognize the 
very important role which you 
play in the marketing of govern- 
ment securities. 


I believe there is an increasing 
awareness in Canada of your con- 
tribution to the development of a 
well rounded capital market in 
this country. Your efforts during 
the war in connection with the 
promotion of a wide distribution 
of savings bonds attracted wide 
attention. More recently, the grow- 
ing desire of Canadians to share 


Hon. D. M. Fleming 





*An address by Mr. Fleming before the 
Investment Dealers’ Association of Can- 
ada, Manoir Richelieu, Quebec, Canada, 
June 19, 1958. 
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By HON. DONALD M. FLEMING* 
Canadian Minister of Finance 


Canada’s finance minister: (1) perceives hopeful signs indicating the end of 
recent recession; (2) bases his revenue forecast on the assumption that 1958 
GNP will be 2% higher than 1957; (3). anticipates that the budgetary and 
non-budgetary net cash requirements for this fiscal year of $1.4 billion and 
re-financing of maturing marketable debt of $1.9 billion will necessitate total 
financing of about $3.4 billion; and (4) emphasizes that only a minimum of 
deficit financing will be done through the banking system and will include 
efforts to help lengthen average term of public debt without unduly burden- 
ing longer-term market. Mr. Fleming calls for continued splendid coopera- 
tion of investment dealers, Bank of Canada and government and asks for 
constructive criticism and suggestions to achieve full partnership in formula- 
tion and execution of debt management for a better Canada. 


more fully in the ownership and 
control of their own resources has 
focused attention on the work of 
your members. Finally, and by no 
means least, the strenuous and 
substained educational programs 
which you sponsor have done 
much to spread the habit of sys- 
tematic saving and investment by 
individual Canadians. 


The Budget is still very fresh 
in my mind, if not in yours. Per- 
haps you would be interested to 
know something of its prepara- 
tion. The detailed work of pre- 
paring the Budget occupies ten 
weeks. During that time many 
delegations were heard, many 
briefs were studied, hundreds of 
letters requesting consideration of 
tax problems were perused, many 
Budget conferences with the offi- 
cials of the Department of Fi- 
nance and the Department of Na- 
tional Revenue reviewed many 
hundreds of tax, tariff and fiscal 
questions, and finally came the 
drafting of the Budget Speech. 
The imperative necessity of pre- 
serving the strictest secrecy with 
respect to every aspect of the 
Budget can never be absent from 
the mind of the Minister of Fi- 
nance at any stage of the work 
on the Budget. The technical 
problems are many. 


This affords me a welcome op- 
portunity of paying tribute to the 
faithful officials of the Depart- 
ment of Finance and the Depart- 
ment of National Revenue. I have 
the deepest sense of gratitude to 
them for the service they have 
rendered not only in the prepara- 


EL ae 


tion of this Budget but in the 
performance of their important 
other duties. They have demon- 
strated an exemplary devotion to 
public duty and have worthily 
maintained the highest traditions 
of the Canadian public service. I 
should like to acknowledge also 
my indebtedness to the officials 
of the Bank of Canada for all 
their assistance and expert advice. 
I place a very high value upon 
their counsel, as you would expect. 

In my Budget Speech Tuesday 
evening, June 17, and in the White 
Paper which I tabled in the House 
of Commons on Monday, June 16, 
I reviewed in detail the eco- 
nomic forces in operation, as I 
see them, during 1957 and the 
early months of 1958. Today I 
should confine the review to some 
of the more salient features. 


Economic Review 


Some slow-down in economic 
activity was to be expected after 
the excessive pace of 1955 and 
1956, a pace which was straining 
our resources of men and mate- 
rials despite very large borrowing 
abroad. 


The most important change 
which emerged during 1957 was 
the decline in the importance of 
business capital investment as a 
dynamic force in our economy, 
particularly investment in our re- 
source industries. A somewhat 
larger decline in capital invest- 
ment occurred in the United 
States. 


Although business capital in- 
vestment ended the year on a 
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weaker note than it had begun, 
the reverse was true of housing. 
The expansion of housing invest- 
ment had come to an end in the 
middle of 1956 when the keen 
competition for loan funds re- 
sulted in a shortage of mortgage 
money and brought about a de- 
cline in home-building. During 
1957, however, the competition 
for loan funds became less active 
as the year progressed and, more 
important, in August and again 
in December government funds in 
a total amount of $300 million 
were made available to augment 
the loan funds supplied by insur- 
ance companies, banks and other 
private lenders. 

Government expenditures con- 
tributed to the maintenance of 


economic activity. At all three 


levels of government they rose by 
almost 7% despite some decline 
in defense expenditures. Trans- 


fer payments especially rose rap- 
idly and for the latter half of the 
year they were an important ele- 
ment in sustaining and increasing 


personal income and consumer de- 
mand. The largest elements in this 
increase were the greatly in- 
creased payments from the Unem- 
ployment Insurance Fund, larger 
payments to the aged, the blind 
and the disabled, larger veterans’ 
allowances and pensions, and in- 
creased family allowances. 


In 1956, and again in 1957, a 
substantial part of our invest- 
ment program was financed from 
abroad. The deficit on current ac- 
count in 1957 amounted to $1.4 
billion. This deficit was financed 
to some extent by direct U. S. in- 
vestment in Canada but sales of 
securities, as in the previous year, 
were the major source of external 
capital. A good part of the rapid 
rise in imports which took place 
in 1956 and early 1957 was the 
result of heavy imports of ma- 
chinery, equipment and industrial 
materials connected with our capi- 
tal program. The importation of 
these items helped us to escape 
some of the pressures connected 
with the high level of domestic 
investment. The converse of this 
situation is that the decline in 
investment in machinery and 
equipment has fallen to a very 
considerable extent on imports 
which have shrunk markedly in 
the last few months. 


I have reviewed the main 
changes in the strength of the 
underlying economic forces dur- 
ing 1957. The reduction of the 
pressures and demands which 
characterized 1956 led to a mood 
of greater caution with regard to 
new capital ventures and was re- 
flected in a declining rate of in- 
crease in job opportunities. De- 
spite these conditions, there were 
more people at work in each 
month of 1957 than in the com- 
parable month a year earlier. The 
increases over the preceding year 
became smaller as the year pro- 
gressed and in January, February 
and March of 1958 employment 
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It may be that some people have 
in their minds a picture of Britain 
as a country bled and impover- 
ished by half a century of war, of 
a people whose 
fibre has been 
sapped by the 
Welfare State, 
a picture, in 
short, of a so- 
ciety display- 
ing most of 
the symptoms 
of degenera- 
tive disease 
and old age. 
The reality is 
very different. 
The real pic- 
ture is one of 
a society 
buoyant, vig- 
orous, adaptable and of a people 
loyal to itself and united, as the 
British people, beneath the sur- 
face, have always been. 

Britain entered the first World 
War as the greatest creditor na- 
tion in the world and the greatest 
exporting nation. She emerged 
from the second World War not 
as the world’s banker but as the 
bankrupt, with an export trade 
which had disappeared, and with 
the traditional exports, coal and 
cotton, in a state of permanent de- 
cline. Today, thirteen years later, 
Britain finances 40% of the 
world’s trade. She has doubled the 

*From a talk by Lord Coleraine be- 
fore the Investment Dealers’ Association 


° at the 42nd annual meeting 
held at Murray Bay, Que., June 20, 1958. 


Hon. Lord Coleraine 
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A New Britain— A New Word 


By RT. HONORABLE THE LORD COLERAINE* 


London, England 


Lord Coleraine sketches a picture of a solidly remarkable recovery by Great 
Britain, and calls for a Commonwealth Bank, similar to the World Bank, to 
attract and stimulate investments within the Commonwealth. Finds indispen- 
sable Canadian-Great Britain, and free world, relations. Makes clear that new 
Britain is not to be confused with anachronistic picture of old Great Britain. 


volume of her exports as com- 
pared with 1938. Once again she 
is investing abroad, especially in 
the Commonwealth. The £ is 
growing stronger when stronger 
currencies are weakening. 


Britain today is no longer the 
greatest exporting nation. There 
is one greater—the United States, 
with three times the British popu- 
lation. The United States does 
25% of world trade in manufac- 
tures. Britain, with a third of the 
population, does 20%. The United 
States exports $60 per head of the 
population; Britain exports $150. 
Britain carries a burden of de- 
fense unparalleled in peace times 
and devotes to it a greater pro- 
portion of the national income 
than any country except the 
United States. Of every dollar’s 
worth of production, 35 cents goes 
to defense and the export market. 


In spite of heavy taxation and 
the Welfare State, personal sav- 
ings in Britain have nearly dou- 
bled since 1938 as a proportion 
of the national income. Savings in 





















































A Helping Hand 


You have plans for your lit 


tle boy — for his future and 


his security. There are many ways that life insurance 
can help you and your son realize these plans. You will 
want to make sure, of course, that he is left financially 
secure in the event of your death . . . An Educational 
Policy will ensure his college education. ... A Junior 
Adjustable Policy will help start him off on the right 
foot when he reaches manhood. 


To give your boy the best chance, call 


your Sun Life 


representative. 


SUN LIFE OF CANADA 


Coast to Coast in North America 


Britain as a proportion of the 
national income are nearly twice 
the savings in the United States. 
Productivity has increased since 
the war at a greater rate than in 
any country save the United States 
and Sweden. It is increasing more 
rapidly than in Germany. The ex- 
pansion of British exports has not 
been through the development of 
traditional products through tech- 
niques. It has developed with 
new products and new techniques. 
A considerable proportion of Brit- 
ish exports today consists of prod- 
ucts which did not exist before 
the war. The British electronics 
industry has developed fivefold 
since the war and it is now the 
second largest in the world. So 
is the petro-chemical industry. 
Every gas turbine aircraft in the 
free world has an engine of Brit- 
ish manufacture or British design, 
and Britain is in the forefront in 
the peaceful application of nuclear 
energy. 


New Products and Industries 


The idea that Britain is an old 
man’s country in which the young 
feel, if they have any sense, that 
they must get out as quickly as 
they can is not true. Over a great 
part of British industry, nuclear 
energy or electronics, it is the 
young who bear the responsibility 
and who blaze the trail. Britain 
today is a young man’s country— 


and a young woman’s too, for they 
are very much involved. 

It is sometimes thought that 
Britain is a country wracked with 
trade disputes and riddled with 
restrictive practices. In fact this 
is almost the opposite of the truth. 
In the last year for which com- 
parable figures are available 190 
days per thousand of the working 
population were lost in Great 
Britain through strikes; 850 days 


were lost in the United States and 
660 days were lost in Canada. In 
fact the days lost through strikes 
in Britain are a good deal less 
than in any industrialized country 
except Sweden and Switzerland. It 
is true that there are restrictive 
practices in British Industry 
which date from the days of mass 
unemployment. There are too 
many of them but they are grad- 
ually and surely being broken 
down. 

For example, on the railroads 
in Britain the trades units con- 
cerned have agreed with the 
Transport Commission that diesel 
locomotives should be manned 
only by a single driver and with- 
out a fireman. Canadian experi- 
ence has not been the same. One 
of the reasons for the shaky finan- 
cial condition of American rail- 
roads is the continued use of fire- 
men on diesel locomotives. It is 
not only in Britain that restric- 
tive practices are to be found. 

There has been a revolution in 
Britain during the last 50 years. 
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There has been a world revolution 
too. Indeed the world revolution 
has been one aspect of the British 
revolution. 


British sea power and British 
Empire were the expression not 
only of the strength of Britain. 
They were the expression cf 
world order. With the loss of 
British sea power and with the 
withering away of the British Em- 
pire, world order haz given way 
to world anarchy. The problem 
which faces the world, and not 
only Britain, is how to restore 
order. 


This is a task which cannot be 
done today as it was done a hun- 
dred years ago by any one nation, 
however powerful. It can only be 
realized through what Prime Min- 
ister McMillan has described as 
“Interdependence.” 


Commonwealth Bank Proposed 


Much is to be hoped for from 
the coming Commonwealth Con- 
ference in Canada and from the 
increase of trade between Canada 
and Great Britain. There is scope 
for a Commonwealth Bank paral- 
lel to the World Bank to attract 
and stimulate investment within 
the Commonwealth. The problem 
is not one that can be solved by 
Canada and Britain alone or even 
working within the Common- 
wealth. It is a problem in which 
all the free world is involved, 
Canada, Britain and the Common- 
wealth, the United States and 
Europe. But Canada with its roots 
on both sides of the Atlantic, on 
both sides of the English channel 
has, with Britain, a unique and 
indispensable role to play. 

The association between Canada 
and Britain, the sympathy be- 
tween the two peoples, is greater 
today than it has ever been. That 
is something of good augur, not 
for Canada and Britain alone, but 
for the whole of the free world. 
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On an occasion such as this a 
banker seems to be expected to 
make some observations about 
the economic climate and I would 
not wish to 
disappoint 
you. At the 
moment, as 
mem bers of 
the IDAC well 
know,the 
economy—like 
the weather— 
is a little 
cloudy, though 
there are still 
bright spots 
on the horizon. 
But visibility 
is not too 
great and the 
question seems 
to be whether the clouds will lift 
or sink lower. 


The actuality of the recession, 
or business setback, in Canada has 
been apparent for some months. 
Economic activity has lost its 
buoyancy. Growth is no longer 
apparent and in some circles there 
is gloom and lack of confidence. 
Too many people think things are 
going from bad to worse, when 
they have not yet reached the 
level of being even bad. 


The onset of the recession, ex- 
cept in the matter of unemploy- 
ment, has not been substantially 
greater than in 1953-54— which 
was a mild setback to say the 
least. The total volume of busi- 
ness has held up very well. As in 
1953-54, the impact of the reces- 
sion upon sectors of the economy 
and sections of the country has 
been uneven. Some industries have 
been hard hit. Others have hardly 
felt the decline. Still others have 
achieved further gains in business. 
However, most industries are feel- 
ing some pressure on sales and 
profits and in most cases there has 
been some easing of employment. 


Better Than in U. 8. 


Much the same situation exists 
in the United States, and once 
again we seem to be more fortu- 


A. C. Ashforth 





*An address by Mr. Ashforth before 
the Investment Dealers’ Association of 
Canada, Manoir Richelieu, Quebec, Can- 
ada, June 20, 1958. 
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How to Combat Recession in Canada 


By A. C. ASHFORTH* 


President, The Toronto-Dominion Bank, Toronto, Ontario 


Toronto bank head’s non-gloomy examination and diagnosis of the Canadian 
economy leads him to expect that the existing—almost record—level of busi- 
ness activity will prevail until well into 1959. Mr. Ashforth prescribes remedial 
measures in the areas of tax reform, small business financing, investment in- 
centive, productivity and medium-term export financing, and advises that the 
recession provides a “second-wind” opportunity to meet the challenge of build- 
ing a solid economic base from which sound growth can again take place. 
Labels improved exports key to economic growth’s resumption and adds that 
the upturn’s timing and extent will also depend on the pace of U. S. activity. 


nate than our good neighbors to 
the south. To date, the recession 
in Canada has lagged behind the 
setback being experienced in the 
U. S. and this seems to be a his- 
torical trend. The slight recession 
of 1949 was hardly felt in Canada. 
In 1953-54 the decline in business 
activity was slower to develop in 
Canada than in the U. S. and was 
not as great, and we were a little 
slower to resume an upward trend. 
The same lag is being experienced 
in the current setback, but only 
time will tell whether the pattern 
is to be the same throughout. One 
thing is certain, the Canadian 
economy is again demonstrating 
greater stability than that of the 
U. S. 

Opinions of businessmen about 
the U. S. recession differ widely. 
Economists are far apart in their 
views. Some feel that signs of an 
upturn are evident. Others expect 
the recession to bottom out later 
this year. Still others think it will 
be well into 1959 before there 
is any resumption of economic 
growth. I am not going to try to 
predict the course of the U. S. 
economy other than to say there 
are encouraging signs of a level- 


ing off in business activity. At the 
same time, I would remind you 
that what happens in the U. S. 
has an influence on the level of 
business in Canada—both directly 
and indirectly — and Canadian 
businessmen should keep a watch- 
ful eye on basic trends in the U. S. 


Contrary Trends 


A moment ago I mentioned that 
overall business activity has held 
up very well. At the. same time 
a number of contradictions are 
evident. Though business activity 
has been declining, the upward 
trend in prices and wages. has 
persisted. The stock market has 
demonstrated strength in the face 
of lower corporate earnings. Bank 
deposits are rising. These devel- 
opments are not usually associ- 
ated with declines in economic 
activity. Their meaning is diffi- 
cult to determine, but perhaps 
they are an indication that the 
setback will be of short duration. 
The fact that the recession is not 
feeding on itself is a good omen. 
The much feared deflationary 
spiral has not developed. 

This brings me to the question 
of the outlook for the Canadian 
economy. Here, I imagine, you 
will wish me to be a little more 
specific and in this connection I 
would like to discuss briefly the 
three main forces which have 
been responsible for the high 
level of prosperity in Canada in 
recent years. 

First, let us look at the one in 
which you and I are active par- 
ticipants from day to day. I refer, 
of course, to consumer spending. 
Labor income this year to date 
has been ahead of the same period 
last year. Consumer spending as 
measured by retail sales is also 


slightly ahead of 1957. The in- 
crease is not of the magnitude 
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recorded in 1957 and 1956 but 
consumer expenditures, on bal- 
ance, have been a. stabilizing 
force. You may suggest that the 
alleged hesitancy of the consumer 
in making commitments for cer- 
tain types of durable goods has 
been a contributing factor in the 
reversal of the upward trend in 
the level of business. This may 
be true, but I wonder if the posi- 
tion of the durable goods industry 
is due, in part, to a shift in buy- 
ing habits and desires. ° 


Consumer Spending to 
Remain High 

Indications are that consumer 
spending will continue to be a 
stabilizing force throughout the 
remainder of the year. With labor 
income at a record level, spending 
should remain at a high level de- 
spite the fact that some consumers 
are caught in a squeeze between 


higher prices and a shrinking pay 








envelope. In view of scare héad- 
lines and gloomy talk, the con- 
sumer has remained surprisingly 
confident and there is no reason 
to believe that this mood will not 
continue. At the same time there 
are no grounds for expecting con- 
sumer expenditures to turn sharp- 
ly upwards—a development which 
some people look for to put new 
steam in the economy. 

Briefly, gentlemen, as far as 
1958 is concerned, I expect con- 
sumer spending to be a stabilizing 
force rather than an expansionary 
influence. 

Now, I come to the question of 


. exports. 


Exports have always been of 
vital importance to the Canadian 


economy. As a ratio of the gross 
national product, export trade has 
declined somewhat in importance 
in the postwar period, but it re- 
mains a major generator of eco- 
nomic activity. Budget exports 
influence the level of consumer 
income and of capital investment. 
To a very large extent the Cana- 
dian economy is dependent on an 
expanding export trade for 
growth and prosperity. 

This year our exports have held 
up surprisingly well. In the first 
four months they were lower by 
about 24%% when compared with 
the same period last year. This is 
a minor decrease when compared 
with that experienced by the U.S. 
Then, again, we should also keep 
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Ganada’s Monetary and Economic Status 


By ULRIC ROBERGE* 


General Manager, Banque Canadienne Nationale 
President, The Canadian Bankers’ Association 


Canadian Bankers Association’s President expresses pessimism regarding cur- 
rent recession’s degree of severity and recovery prospects compared to the last 
one experienced, 1953-54, and optimism about long-range prospect for Can- 
ada’s continued expansion, progress and prosperity. Alongside unfavorable 
short-term factors cited, Mr. Roberge arrays such encouraging signs as recent 
prediction regarding capital investment, upward pace of retail sales and turn 
in industrial production, and current threshold point of resumed inventory pur- 
chases. Presses for increased automation in banking and is certain this will not 
destroy well known personal touch characteristic of Canadian banks, nor 


As I come to the end of my first 
year as President of The Canadian 
Bankers’ Association, I must thank 


all members for their unfailing 
cooperation and assistance during 
that time. These have been event- 
ful days in the banking business 
and you have made my task easier 
by a consistently helpful attitude. 

I would like to sketch, in broad 
general strokes rather than in 
\*An address by Mr. Roberge to the 
Bankers’ Association’s annual meeting 
marking the end of his first year as 


President, Montebello, Que., June 13, 
1958. 


displace personnel. 


detail, the monetary and economic 
pictures as I see them and then 
spend some time on a subject of 
interest both to bank customers 
and bank staffs, automation in 
banking. 

First, let me say that I have 
complete and abiding faith that 
the long-range prospect for Can- 
ada is continued expansion, pro- 
gress and prosperity. The reces- 


sion we face today is a temporary 
condition and in time will be 
regarded merely as a pause on the 
onward and upward path that is 


Canada’s certain destiny. There is 
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too much inherent strength in our 
productive machinery and too 
many raw materials still awaiting 
development — to say nothing of 
the innate stability and industrial 
skills of the Canadian people—to 
think otherwise. 


But I must in all conscience, 
paint the economic picture as I 
see it, judging from the business 
reports that flow across my desk 
every day. We are in the grip of 
the most severe set-back our 
economy has experienced in the 
postwar period. It is true, but poor 
consolation, to say that practically 
every western nation is in the 
same condition, particularly the 
United States. 

It is now fully apparent that the 
current recession is deeper, 
sharper and more widespread than 
the last one we experienced, that 
of 1953-54, I cannot tell you 
whether we have hit the bottom 
or when the general turning point 
will come, although there are 
some hopeful signs that the up- 
turn will not be too long delayed. 


An Unusual Situation 


It may be that the recovery 
will not be as strong or as rapid 
as it was in 1954. My reason for 
saying that is that there does not 
seem to be today the same volume 
of unsatisfied demand for goods 
of all sorts that existed in 1954. 
Another reason is there is not 
today the same lack of productive 
capacity that existed in 1954 and 
which caused the surge in capital 
expenditures tuat spearheaded the 
boom that extended through 1956. 

Moreover, we have to cope with 
an unusual and paradoxical situa- 
tion. Hitherto, in periods of reces- 
sion, the price level would move 
down as demand and business ac- 
tivity lessened. This customary 
evolution was deemed to be a 
kind of economic law. As a matter 
of fact, lower prices had a 
remedial effect inasmuch as they 
stimulated consumer demand and 
hence production and employ- 
ment. Today, in the midst of a 
recession, most prices, instead of 
declining as they used to do in the 
past under similar circumstances, 
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keep on rising. So while present 
conditions seem to require some 
degree of stimulation, the econ- 
omy is still threatened with infla- 
tion. 

In this general picture there 
are some very definitely encour- 
aging signs. One is the official 
forecast of capital investment in 
1958, expected to be only 2.3% 
less than last year, with new con- 
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struction 1.2% higher and the 
overall decline concentrated in 
expenditures on machinery and 
equipment. Since new construction 
has a high domestic content — in 
contrast to machinery and equip- 


ment, much of it imported — the 
capital investment program for 
1958 should represent a strong and 
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Have you questions on 


Taxation... 


“Your 


Guide To Business In 


Canada”, published by Canada’s 
First Bank, includes a survey in lay- 
men’s language ofthe major Canadian 
taxes affecting your business or per- 
sonal interests in Canada. These in- 
clude Federal and Provincial taxes, 
and special tax situations with regard 
to Canadian branches and subsidi- 
aries, investment companies and oil, 
natural gas and minerals. 

To obtain your copy, write on your 
business letterhead to our nearest 
U. S. office, or to the Business Devel- 
opment Department, Head Office. 
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the added importance 
of Canadian 


Increasing the production and sale of Canadian iron ore to U. S. and 
Canadian industry has never been as important to the entire North 
American economy. By the mid-period of this half-century, experts 
estimate, the annual value of this production can be in the range of 
one-half billion dollars. Most of this will be for export and chiefly to 
the United States. 


Long before that date, iron will be in first place among Canadian 
minerals. 
This is the most significant single source of new funds to reduce 


Canada’s trading deficit and finance continuing purchases in the 
United States. 


The position of Steep Rock in the industry can be judged by the Com- 
pany’s present objective—yearly production of 8.5 million tons from 


mines directly-operated and under lease to others, sustainable for more 
than 160 years. 





STEEP ROCK IRON MINES LIMITED 


Producers of High-Grade Open Hearth and Blast Furnace Ores 
Steep Rock, Ontario—in the Lake Superior Region. 
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were increasing from $3,452 to 
$6,248 millions. 


Life Insurance Companies’ Hold- 
ings of Direct and Guaranteed 
Securities 


There has been a spectacular 
but quite understandable drop in 
the holdings of Government of 
Canada marketable securities by 
the life insurance companies, who, 
during the war period and as an 
important factor in the prosecu- 
tion of the war, purchased Canada 
Bonds greatly in excess of peace- 


time requirements. Later, a large 
part of these funds went into de- 
velopment. The drop in the hold- 
ings of Canada Bonds by life in- 
surance companies is pointed up 
in the statistics in Table IV of 12 
major life insurance companies: 


Guaranteed Mortgages 


As at April 23 the chartered 
banks held mortgages under the 
National Housing Act of 1954, 98% 
guaranteed by the Government of 
Canada, totaling $619 million. 

The ILD.A.C. and others have 


TABLE I 
Direct and Guaranteed Debt 


Jan. 1, 1948 Jan. 1, 1958 Increase or 
(Millions of Dollars) Decrease* 
Held by: 
Bank of Canada_____-______ $1,881 $2,366 25.8% 
Chartered Banks -__--__-__-_- 2,648 2,781 5.0% 
Government Accounts ______ 1,415 1,328 6.1%* 
General Public ---........- 10,763 8,629 19.8%* 
TABLE I 


Estimated Distribution of General Public Holdings of Govt. of 
Canada Marketable Direct and Guaranteed Securities 


Held by: 
Non-Residents 
Life Insurance Companies... 
Other Insurance Companies 
Quebec Savings Banks_-_-_-_~ 
Trust and Loan Companies_ 
Other Financial Institutions 
Non-Financial Companies__-_ 
Provincial Governments____ 
Municipal Governments____ 
General Public other than 

corporations & governm’ts 


Total General Public.__-_-_ 


———-January |——-— 
1948 1957 
(Millions of Dollars) 


Increase or 
Decrease* 








$1,030 $584 43.3% * 
1,754 601 65.7% * 
173 333 92.5% 
85 45 47.0% * 
196 162 17.3% * 
187 350 87.1% 
727 650 10.6% * 
334 507 51.8% 
120 54 55.0% * 
4,667 2,929 37.2%* 
$9,273 $6,215 33.0%* 
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been looking into possible ways 
and means by which a security 
backed by guaranteed mortgages 
might be broadly distributed to 
Canadian investors. 


This would have the effect of 
making available for residential 
mortgage purposes a larger pro- 
portion of the personal savings of 
the people of Canada. 


The Money Supply 


The easier availability of money 
this year will no doubt act as a 
stimulant to economic growth 
when and as corporations may 
find it necessary to finance ex- 
pansion. There has been a consid- 
erable drop since August of last 
year in the cost of short and me- 
dium term money. Long term 
money rates declined in October 
and November of last year but 
have since held at a fairly steady 
level. Much of the corporation 
financing thus has been carried 
out so far this year through the 
sale of securities to the public and 
has been for the purpose, in part, 
of repaying short term indebted- 
ness incurred last year for capital 
expansion purposes. This, together 
with the decline in the demand 
for bank loans, has placed the 
banks in a more liquid position. 


Inflation 


Inflationary forces are no long- 
er as serious as they were a year 
ago. The wholesale prices of in- 
dustrial materials have dropped 
below their levels of a year ago, 
and while the general wholesale 
price index has risen in recent 
months, it is still below its level 
of a year ago. The consumers’ 
price index, however, has been 
rising to new peaks, being influ- 
enced largely by increases in food 
prices. These increases in turn can 
be attributed to poor crop condi- 
tions in the United States which 
have affected prices for vegetables 
and fruits, and also to the heavy 
export of Canadian livestock to 
the United States to offset the 
beef shortage in that country, 
‘which shortage is the result of 
several years of widespread 
drought in the southwestern 
States. Thus, the major influences 
on the consumers’ price index at 
the present time can hardly be 
laid to permanent inflationary 
pressures on the economy but 
rather .to. temporary conditions 
that will eventually adjust them- 
selves. -- 


. The.government continues to be 
concerned however, about the re- 
inflationary pressures 
and issued a warning in the 
Speech from the Throne urging 
upon all groups in our society to 
recognize the dangers and inequi- 
ties of inflation and the need to 
restrain demands which will give 
rise to increases in prices and the 
cost of production. 


It is unlikely that the monetary 
authorities will be interested in 
fall far 
enough to discourage domestic 
savings and the inflow of capital 
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from outside the country. It is pos- 
sible, however, that there could 
still be a substantial increase in 
the money supply with interest 
rates being maintained at fairly 
high levels. 
An indication of such a policy 
was given by Mr. Coyne in the 
Bank of Canada’s annual report: 
“If an early readjustment of the 
Canadian economy to a lower 
level of capital investment, i.e., to 
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Ottawa 





a lower rate of growth, is not de- 
sired, the continuation of a high 
rate of growth (higher than that 
in the outside world) requires a 
sound money policy and an inter- 
est rate structure which will en- 
courage both a high level of 
domestic saving and a sufficient 
inflow of outside capital to make 
up whatever deficiency remains.’ 


It would be reasonable to ex- 
pect this year a vigorous attempt 
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your service. 
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Do you know how a 
company may be 
incorporated in Canada? 
How about income 

and other business taxes? 


What are the per- 
sonal income tax rates? 


Are there provincial 
as well as federal taxes? 


The answers to these and 
other questions— 

vital to the business- 
man plannin to set 

up operations in Canada 
—are to be found in our 
“Memorandum Re- 
lating to Carrying On 
Business In Canada’’. 
For your copy—free and 
without obligation 
—write to Business 
Development Department, 
The Royal Bank of 
Canada, Head Office, 

360 St. James Street 
West, Montreal, Canada. 


THE ROYAL BANK 
OF CANADA 


_New York Agency—68 William Street, New York 5, N. ¥. 
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Convention Number 


on the part of the government and 
the monetary authorities to pro- 
mote the most efficient use of pos- 
sible of the savings that are avail- 
able within Canada, for any sub- 
stantial increase in capital inflow 
over that which is actually re- 
quired to balance Canada’s trade 
deficit could result in a fairly 
high premium on the Canadian 
dollar. A high dollar premium 
could seriously affect the position 
of Canada’s domestic industries 
through encouraging the purchase 
of imported goods at competitive- 
ly lower prices, and also could 
affect the earnings positions of 
most of Canada’s exporting indus- 
tries. These effects would be par- 
ticularly harmful in the current 
year in their influence on levels 
of production and employment. 


Corporation Profits 


A factor that will undoubtedly 
have some influence on the capi- 
tal expansion plans of many com- 
panies has to do with the outlook 
for corporation profits. Profits 
before taxes of Canadian corpora- 
tions in the fourth quarter of 1957 
were down about 12% from the 


same quarter of 1956, while cumu- 






Mr. & Mrs. Stanley Cox, Bankers Bond Corporation, Limited, Toronto; Mr. & Mrs. A. M. Jarvis, 
Bankers Bond Corporation Limited, Toronto 








THE COMMERCIAL and 





lative profits for the whole year 
were down by about 7%. First 
quarter reported earnings for 
many companies have shown a 
considerable decline this year and 
in some cases are uncomfortably 
close to regular dividend rates. 
When assessing the earnings pros- 
pects for the full year however, 
we must consider not only that 
first quarter earnings are invar- 
iably at a low point in any year, 
but this quarter in particular was 
at the low point in the current 
recession. An expected increase 
in the volume of operations later 
this year is likely to result in a 
greater relative increase in prof- 
its. This will be due not only to 
the usual dynamic effect of vol- 
ume on profits but also to the fact 
that many companies are operat- 
ing more economically and in 
many cases with decreased work- 
ing forces. 


The Outlook General Business 


There is evidence that the busi- 
ness recession in Canada has now 
run its course and an assessment 
of the short term future must at 
this time deal with the prospects 
for and the extent of a return to 
a normal rate of economic growth. 


TABLE Il 


Jan. 1, 1948 Jan. 1, 1958 
(Millions of Dollars) 


Marketable Securities Held by the General 
Public other than corporations and gov- 








ee ME LS EA AEE a $4,667 $2,929 

Non-marketable Securities (Canada Savings 
EEE a ciee vitae dbduiiade dn oben nee 1,440 2,596 
RT ETE ee el $6,107 $5,525 

TABLE IV 
Twelve Major Life Insurance Companies 
1949 1957 
-~( Millions of Dollars )— 
Holdings of Government of Canada Secu- 

rities (including guaranteed bonds) ---- $1,176 $427 
ha Gr Of SAG Gh no abo mescanekcinedes 38.6% 8.3% 
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In this respect we must realize 
the difficulty of determining what 
might be considered a normal 
growth pattern. Certainly for 
some time prior to the recession 
the economy was growing at an 
extraordinary rate which brought 
with it rather serious problems. 
These problems included infla- 
tionary pressures, restrictive 
monetary measures, a large trade 
deficit and too high a premium 
on the Canadian dollar, and these 
had much to do with the reces- 
sion that followed. 

Another factor that must be 
considered in assessing the short- 
term economic outlook is that in 
spite of the recession, the economy 
is still operating at a level which 
is high in relation to the levels of 
previous years. Incomes are cur- 
rently higher than they were a 
year ago, the number of people 
employed is now higher than it 
was last year, capital expendi- 
tures for 1958 are estimated at $8.5 
billion which is down slightly 
from a year ago, but considerably 
higher than in any other postwar 
year. Spending by the Federal 
Government will reach a new 
high record of around $5.5 billion, 
and it is anticipated that housing 
starts for the year will reach a 
new record. 

It is true that certain areas and 
certain industries have been af- 
fected more by the recession than 
have others, but looking at the 
overall situation one can hardly 
claim that the Canadian economy 
is in a state of depression. A num- 
ber of adjustments have taken 
place during the last 12 months 
and to this extent the economy is 
in a sound position to undertake a 
recovery, although, because all 
adjustments have not been com- 
pleted, it is likely that the recov- 
ery will be of a gradual nature. 

Much of the present over- 
capacity in many of Canada’s 
basic industries reflects a com- 
bination of the heavy capital ex- 
penditures that have been made 
in these industries in recent years 
and the lessened world demand 
for raw and semi-processed mate- 
rials. It is not likely that this 
situation will adjust itself for at 
least a year or two. It is inevit- 
able, however, because of rising 
world population and because of 
the pressure to raise standards of 
living throughout the world, that 
Canadian industries will find it 
necessary in the not too distant 
future to again consider further 
expansion of their productive ca- 
pacities. This situation will un- 
doubtedly result in further pe- 
riods of dynamic growth. 

In the meantime, however, eco- 
nomic growth in Canada is more 
likely to be guided by _ internal 
influences, including an increased 
rate of home building, the result- 
ant demand for household furn- 
ishings, and the need for many 
Canadian industries to replenish 
inventories. In addition, there will 
be large public investment pro- 
grams by both Federal and Pro- 
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vincial Governments and by 
municipalities. Projects already 
under way such as the St. Law- 
rence Seaway, will result in con- 
tinued heavy capital outlays, to 
which will be added expenditures 
for many new projects including 
the power developments in the 
Maritimes and elsewhere. The 
Speech from the Throne early in 
May referred to several important 
projects including the South Sas- 
katchewan Dam, the Pine Point 
railway to the south shore of 
Great Slave Lake, and the con- 
struction of roads in the Yukon 
and Northwest Territories. 


The Capital Spending Estimates 

The capital expenditures pro- 
gram for 1958 of $8% billion was 
greater than was generally ex- 
pected, being less than 24% be- 
low the record expenditures of 
last year but more than 6% above 
the expenditures in 1956. Table V 
covers capital expenditures for the 
10 years 1949 to 1958, with the 





annual percentage increase for 


each year. 


A significant feature of the 
capital expenditures program for 
1958 is that while estimated ex- 
penditures for construction are up 
by slightly more than 1%, esti- 
mated expenditures for machinery 
and equipment are down by al- 
most 10%. This reflects a lower 
level of expenditures by business 
enterprises and a higher level of 
expenditures for housing and by 
Greer as shown in Table 


If the overall capital spending 
program for 1958 should fall short 
of the $8% billion mark, the 
chances are that the drop will be 
of rather minor proportions, per- 
haps not more than $100 to $200 
millions. While business capital 
spending may be adjusted down- 
ward during the year because of 
a lower level of business expecta- 
tions, it is likely that any such 
adjustment will be offset in large 
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part by upward revisions in the 
capital spending plans of govern- 
ment. 
Population Growth and 
Unemployment 
Canada’s population grew last 
year by an estimated 543,000 per- 
sons, while the labor force grew 
by about 184,000 persons. An im- 
portant factor in such growth was 
a total of 282,164 immigrants, and 
this factor undoubtedly has had 
some influence on the present 
high rate of unemployment. 
It would be incorrect, however, 
to claim that the current unem- 
ployment situation can be laid 
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entirely to immigration. All im- 
migrants are consumers and as 
such they add to the total demand 
in the economy for food, clothing 
and housing. A considerable num- 
ber of new jobs therefore can be 
attributed directly or indirectly 
to such increase in demand. Again, 
as immigrants are usually less re- 
stricted by local ties than are 
other Canadians they are more 
mobile, and many of them can fill 
jobs in labor-scarce areas where 
certain jobs would not otherwise 
be filled. In these ways then they 
have the effect of adding to the 
number of jobs in the economy. 
In addition, it should be pointed 
out that while all immigrants are 
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consumers, roughly only about six 
out of every 10 are added to the 
labor force. 


Housing 


The government has recently 
amended the National Housing 
Act in order to provide a further 
$350 million to be used by the 
Central Mortgage and Housing 
Corporation for the financing of 
housing construction. It is intend- 
ed that this money will be used 
to foster the government’s small 
homes plan, to provide direct 
loans for houses in the smaller 
centres of population and to 
finance limited dividend corpora- 
tions which will undertake to 
build low rental dwellings for 
older people and those in lower 
income groups. It is expected, 
however, that the bulk of the 
money required for the building 
of houses this year will come from 
private lenders who have more 
funds available for this purpose 
than they did last year. 


Consumer Spending 


Consumer spending comprises a 
very large proportion of Gross 
National Expenditures and thus 
can have a strong influence on 
overall levels of production and 
employment. 

The volume of consumer spend- 
ing usually depends on the level 
of personal disposable incomes 
and on the degree of confidence 
that consumers may have in the 
relatively near future. If consum- 
ers are disposed to spend, their 
effective purchasing power can be 
raised by dipping into savings 
from past incomes, or by borrow- 
ing from future incomes through 
the use of consumer credit. 

While incomes rose in Canada 
in 1957, the current level of un- 
employment and the larger pro- 
portion of the employed who are 
working on part time will no 
doubt by now have resulted in 
diminished earnings. These influ- 
ences will be offset in part how- 
ever, by a higher level of social 
security payments, and by the in- 
fluence of wage increases granted 
during 1957. 

Among the factors that could 
influence consumer spending in 
future months are a possible rise 
in employment, some increases in 
wage rates, price reductions in 
certain consumer goods lines, the 
increase in housing completions 
which should result in an increase 


in the demand for household dur- 
able and non-durable goods, easier 
and less costly credit terms, and 
any increase in the confidence of 
consumers in the outlook. 


If a substantial rise in consum- 
er spending should come about a 
replenishing of inventories by re- 
tailers and the placing of new or- 
ders with manufacturers could 
have a favorable influence on in- 
dustrial production and employ- 
ment, and this in turn could be 
reflected in still higher income 
levels and consumer spending. 


Conclusion 


To summarize, it is expected 
that economic activity will rise at 
a gradual rate during the re- 
mainder of this year with much 
of its support coming from an al- 
most record level of capital ex- 
penditures including a _ record 


volume of new housing starts. In- 
dustrial production will rise dur- 
ing the year, but not fast enough 
to absorb the excess capacity that 
exists in many industries. Em- 
ployment will rise, but as the 
labor force will also be growing, 
it is anticipated that unemploy- 
ment will continue to be at a 
higher level than in previous 
postwar. years. Inflation will not 
be the problem that it has been 
in recent years, and money will 
be in easier supply. Corporation 
profits should begin to rise with 
increases in the volume of pro- 
duction and as a result of recent 
economies. And the economy will 
be approaching, gradually, the 
next expansion phase when Cana- 
dian industry will be called upon 
to produce ever increasing quan- 
tities of basic materials for » 
growing world demand. 


TABLE V 


Capital Expenditures 
(Millions $) 


1958 Estimated 


% Increase Over 
Previous Year 
or Decrease* 


3,502 
3,815 
4,577 
5,285 
5,841 
5,620 
6,350 
8,024 
8,721 
8,521 


TABLE VI 


1958 


$3,885.1 
1,825.1 


Private— 
Business Enterprises -- 
Institutions & Housing 


Increase or % Increase or 
Decrease* Decrease* 


687.1* 15.0% * 
269.0 17.2% 


1957 


$4,572.2 
1,556.2 





$5,710.3 





$6,128.4 418.1*  68%* 





Public— 
Federal Government__ 
Provincial Governm’ts 
Municipal Governm’ts_ 


940.8 
1,147.8 
722.1 





837.7 
1,092.3 
662.6 


103.1 
55.1 
59.5 


12.3% 
5.1% 
8.9% 





2,810.7 





2,592.6 218.1 8.4% 





Total Private and Public $8,521.0 $8,721.0 





200.0* 2.3%* 
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si.’ |Who’s Fooling Whom? 


build a satisfied clientele. The 
techniques for building clients are, 
I believe, a more advanced form 
of salesmanship than the more op- 
portunistic techniques which con- 
vert prospects into buyers on a 
one-time basis. The attitudes and 
services that make clients are 
characteristic of men who regard 
selling as a profession and practice 
it as such. These attitudes every- 
one of you must have in abun- 
dance. 


Until someone sells an idea, a 
product, a service ... nothing 
happens but when we do our job 
enthusiastically, efficiently and 
complete a sale then we start a 
chain reaction—and all hell breaks 
loose. The money comes out of the 
bank, goes into governments, into 
industry, into businesses, into 
homes, into securities ... that 
money goes to work and starts to 
circulate and as a result,—men are 
hired, salaries are paid, construc- 
tion starts, and continues, more 
products or services are produced, 
a butcher is paid, people buy cars, 
homes, television sets, telephones 
and hydro. As the money becomes 
active, it leaves in its wake more 
employment, a better standard of 
living. Salesmanship is the human 
atomic energy of modern economic 
times. 


Pointers on Salesmanship 


Books by the thousands, articles, 
speeches have all been made on 
salesmanship. Formulas have been 
set down for salesmen to follow. 
Back in 1898 Sir Elmo Lewis set 
down a simple sales formula AIDA 
which has borne the test of time. 
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INVESTMENT IN 
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The letters represent the four ma- 
jor routines that salesmen must 
follow: 


(1) Attract attention. 
(2) Maintain interest. 
(3) Create desire. 
(4) Get action. 


This was a simple and sound 
formula. Over a period of years 
many writers have stated this in 
different ways and have expanded 
it almost to the point in many 
cases of confusion. Recently one 
prominent sales authority wrote 
down the sales technique into 18 
definite steps that a salesman must 
follows. Rules and Regulations 
that go with top Sales Technique 
have been so expanded, talked 
about, written about, that confus- 
ion results. Many salesmen now 
belong to the KAIC club. They 
say an expect is one who is thor- 
ougly confused about a subject but 
who presents his material in such 
a way that you feel the confusion 
is your own. I hope I don’t end 
up in that category today. The 
technique of salesmanship is not a 
complicated set of rules that must 
be followed it is as simple as the 
Golden Rule and I would like to 
put it before you today in as sim- 
ple a way as I know. 


Investment men have one of the 
most important and responsible 
jobs under our free enterprise sys- 
tem. Your job is to bring together 
clients on the one side who have 
money that could be invested; and 
governments, corporations, indus- 
tries on the other side who require 
money for development and ex- 
pansion ... you are the middle 
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man. You are dealing with the 
public who range from ultra-con- 
servative to the type who are will- 
ing to take certain risks with their 
capital, even up to the individual 
who wants to gamble. Without 
you the money from millions of 
Canadians would not be available 
to other people who need it—want 
it and can use it and are willing 
to pay interest or a profit for the 
use of that money. Let’s look at 
YOU for a moment. 


Sinée the beginning of time, man 
has been on the search for security 
and security for the individual in- 
volves money and income. We all 
want it and require it. Income 
comes from two sources: men at 
work ... money at work. If man 
wants to increase his income above 
normal salary level and can invest 
his money to provide an additional 
return —his objective is accom- 
plished. He also wants income later 
on when he is unable to work and 
that means he must invest his 
money during his earning years 
profitably so that income will be 
available for his retiring years. So, 
you are performing and making it 
possible for a man to provide in- 
come from money at work ... for 
man to assure financial independ- 
ence in the future if he will save 
and invest his money during his 
earning years. 


In seeking the answer to how he 
should invest his money . . . where 
... what... how much... why, 
the public needs proper guidance 
and competent service. A man in 
whom they can place their trust 
and confidence ... an intelligent 
well informed sincere salesman 
than can give each individual 
answers to his questions. On other 
words, YOU—the modern invest- 
ment counsellor. 


Three Little Men in One 


Every salesman must develop 
three personalities—to be a suc- 
cess—every salesman has a triple 
function to perform: 


(1) You must approach a suf- 
ficient number and carefully 
chosen people. 


(2) You must advise people. 
(3) You must be able to get 
favorable action from people. 


It helps to look separately at 
each of these functions you must 
perform—you are really three men 
in one. These men must work 
closely together and each one uses 
different techniques and_ skills. 
These three little men should work 
for you and together they make 
up a successful sales personality— 
each must efficiently and compe- 
tently fill the role that is assigned 
to him or your results will suffer. 
Each has own job to do... 
each must have a special store of 
knowledge in his own special set 
of skills. The degree of the suc- 
cess of each of these three little 
men determines your success as 
salesmen in any line of work. Let’s 
look at these three little men sep- 
arately. 


_ (1) JOE is your Public Rela- 
yn a man—he has three jobs to 
0: 


(a) He must build a market in 
which you work. 

(b) He must arrange interviews 
under favorable circumstances. 

(c) He must plan and analyze 
your work so that you are not only 
busy but busy efficiently. 

JOE is concerned mainly with 
the market in which you are going 
to work with—where you are go- 


ing to get names and information 
about people in sufficient quan- 
tity and selected carefully enough 
so that your time is spent with 
people who are prospects—not just 
suspects. Just where you get your 
names in the investment business, 
I do not know, but certainly judg- 
ing from the insurance business, 
your best sources are your own 
personal and social connections. 
people and mixing with people in 


Continued on page 14 
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Who’s Fooling Whom? 


You should be active in meeting 
the right strata of income groups. 


In building your list of names, 
JOE must always be conscious of 
adding to that list day in and day 
out. Willie Sutton, the bank rob- 
ber, when asked why he robbed 
banks answered “That’s where the 
money is.” Maybe there are “Cat 
and Dog” lists in your own office 
—people who have once dealt with 
your firm. I know you can buy 
professional lists—there are share- 
holder lists, lists of directors, 
names from the paper on promo- 
tions, business changes, estates 
passing from one to another, di- 
rect mail, and so on. You know 
the sources for your own business 
better than I do but JOE, as your 
Public Relations man, must know 
where to get names of this type 
for you. JOE must build a list, 
carefully selected, plenty of places 
for you to go at all times because 
a busy salesman is never a dis- 
couraging salesman. JOE must 
develop a number of skills in find- 
ing and following up these names. 
He must know the reasons why a 
person will give you an interview. 


He must develop skills that will 
arouse a client’s interest to the 
point that a conversation will fol- 
low. 

You must develop for JOE a 
track not only to get names and 
information about people but also 
to make the approach to the inter- 
view that will build prestige for 
you and your firm—one that will 
create interest. He is the man 
who sets the stage for the solid 
part of your interview. He is the 
one who controls what you say 
when you first walk in—how you 
introduce yourself and your ser- 
vice — how you get interest that 
leads into the solid part of the in- 
terview. 


Public Relations Aspect Is 
Difficult 


JOE’s job is one of the hardest 
of the three personalities. I am 
quite sure if your firm offered you 
200 a week to go out and do noth- 
ing but to develop names and in- 
formation about people—the Pub- 
lic Relations type of job—and you 
had to turn in 25 to 30 tested 
names a week to your firm of peo- 
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ple who had been qualified to a 
degree, and someone else was to 
follow them up, your job was only 
the development of qualified 
names ... within three months 
you would have developed meth- 
ods, ideas and techniques that 
would make you the best pros- 
pector in your firm. Your firm 
does not do that however — JOE 
works for you—it is his job to 
develop these leads for you and 
your success as a salesman to a 
large extent depends upon the de- 
gree of efficiency that your JOE 
performs. How much thought, help 
and guidance have you given the 
JOE that is working for you? How 
much time do you allot to JOE as 
your Public Relations man? 


JOE has another very impor- 
tant responsibility. It is in his 
hands that lie the technique of 
planning and organizing your 
work ... keeping you busy... 
laying out your calls for the day 
and seeing that you keep mini- 
mum but adequate reports of your 
activity so that you can analyze 
the pattern of your work. I might 
illustrate JOE’s responsibilities by 
referring to some of the tools he 
uses in the life insurance business. 
Here’s a Prospect’s card on which 
is listed the name, the informa- 
tion and all the detail you can find 
out on each person you are going 
to call on. Here is a Memorandum 
Book which each salesman carries 
week in and week out—this helps 
them to plan their day’s and 
week’s work well ahead and helps 
them tabulate their work—call— 
interviews—sales and new pros- 
pects—permits them to analyze 
their work efficiently. Each new 
man, after a basic period of train- 
ing, we know for instance has to 
average about 30 calls to get 10 
interviews which result in one 
sale with an average of about $6,- 
000 life insurance. Breaking this 
down to dollar value, each call we 
know is worth about $3.00—each 
interview is worth about $10.00. 

So much for the first of the 
three little men who assist you 
towards your objective. JOE is the 
Public Relations man and your 
organizer — someone has to do 
these jobs — why not separate 
them and set a time each day for 
JOE to go to work. 


Salesman As a Judge 

The second of the three little 
men is JUDGE — the success of 
each interview is JUDGE’s re- 
sponsibility. He is the adviser to 
your clients—he is the man who 
must have the knowledge of. the 
various securities that you have 
to offer. He is the man who knows 
the markets, keeps up-to-date, 
reads financial magazines—knows 
as much as possible about trends 
in the industry as well as the 
many individual types of securi- 
ties. He is the man who under- 
stands people — who is able to 
build confidence in an interview 


to get the prospect to open up and 


tell you what his present hold- 
ings are—what his own ideas may 
be—if he has certain pre-deter- 
mined likes and dislikes. He finds 
out what needs the individual has 
—what his problems are and how 
many of them can be solved from 
an investment angle. 


Right from the start, JUDGE 
regards every interview as an in- 
telligent conversation between 
two intelligent people. He must 
respect his potential client and 
command similar respect for his 
firm. He is very much at home 
with the many advisory services 
handled by many of your firms. 
He uses your research men— he 
must develop certain skills in the 
interview, first, by putting the 
prospect in the picture right away 
and talking about his interest, his 
problems and his holdings. He 
must have the answer to questions 
at his finger tips and be able to 
impart this information in an in- 
teresting way. His story is usually 
built around a graphic presenta- 
tion making use of two senses— 
hearing and seeing. He must at 
all times control the interview. 
He is somewhat in the position of 
a top-notch doctor who commands 
respect because of his experience 
and skill but who is able to diag- 
nose situations and prescribe the 
right medicine or treatment. 

JUDGE is a man who must be 
very well read—he must be stu- 
dious—he must know the markets, 
investment conditions, he must 
know human nature and he must 
at all times be able to command 
the respect and the confidence— 
because of his knowledge and his 
firm’s prestige and service—so 
that when he is actually talking 
to a real prospect such a person 
will never have any doubts that 
JUDGE has his best interests at 
heart. 


Mike As the Motivator 


Now we come to the third of 
our little men—MIKE. MIKE is 
the Motivator .. . the closer. He 
takes over after JUDGE has ex- 
plained the situation fully—mak- 
ing certain recommendations and 
it is his job to get favorable ac- 
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tion as soon as possible. His job 
is very seriously affected by the 
efficiency of both JOE and 
JUDGE. If there has not been a 
good public relations job done to 
begin with—he is under a handi- 
cap. If the client’s portfolio has 
not been analyzed properly, or, 
the recommendation has not been 
made clearly—he is going to have 
difficulty. Only about 20% to 25% 
of people will act without any 
push from MIKE, if JOE and 
JUDGE have done their work 
thoroughly. MIKE’s job is with 
the other 75% to 80% who want 
to think it over and have trouble 
making up their minds—who be- 
gin to use objections, such as the 
following:— 

(1) I have been dealing with 
Joe X and company for 10 years. 


(2) I am through with the stock 
market—I have been burned two 
or three times. 


(3) I buy only real estate. 
(4) I haven’t any money. 


MIKE first of all must be able 
to meet objections with carefully 
thought out sound answers. Make 
a list of the different objections 
you meet when you are talking to 
people and work out answers for 
them. If you are a young man in 
the business, get some of the an- 
ewers from more experienced men 
—they will be glad to tell you 
Most objections are not real ones 
—they are excuses. Some however 
are real and sincere—MIKE has 
to be able to pick the one from 
the other. 

Right from the start MIKE must 
realize that when dealing with 
individuals anywhere most of 
them expect to be motivated and 
must be motivated to act now. 
MIKE realizes that people buy 
what they want, not what they 
need. There are three emotions 
which are all powerful— 

(1) Cupidity which brings in 
selfishness — greed — desire for 
profit. 


(2) Fear—this is worry about 
future security—also brings in the 


fear of loss of either capital or in- 
come that may be sufficient to 








STOCK aND BOND 
BROKERS 





GRAHAM & CO. 
MEMBERS 
MONTREAL STOCK EXCHANGE 
CANADIAN STOCK EXCHANGE 





437 St. James St. W. 


GRAHAM, ARMSTRONG 
SECURITIES LTD. 


MEMBERS 
INVESTMENT DEALERS’ ASSOCIATION 
OF CANADA 


@® Montreal 























Convention Number 


Mr. & Mrs. R. C. Hebb, Dominion Securities Corpn., Limited, Halifax, N. S.; 
McLeod, Young, Weir & Company Limited, Toronto 


persuade the man to change from 
one investment to another. 


(3) Vanity—this is keeping up 
with the Joneses—the power of 
other successful people taking this 
action. The desire to get in on the 
ground floor to make right deci- 
sions. 


MIKE has to be able to create 
desire to make the individual 
want to own the stock, bond or 
security of any kind. He has to be 
skillful in making it easy for the 
person to take action and he must 
be ready with motivating reasons 
why today is a good time to make 
the decision. He usually gives a 
man who hesitates a choice of 
what might be called the “Fatal 
Alternative”—whichever decision 
he makes a sale results. “Would 
you like to buy 50 shares or do 
you think 100 would be a good 
move at the present time?” MIKE 
is a good listener—he uses short 
questions such as — Why? ... 
how? ... What do you mean?—to 
get the prospect to talk. He has 
developed a remarkable ability to 
keep quiet at the proper time and 
let the prospect think—there is 
nothing more impelling, once you 
place the plan in the prospect’s 
lap than to sit back and wait for 
him to say something. He must 
be full of confidence that what 
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JUDGE has recommended is the 
right move and he must never be 
afraid to ask the man to buy or 
act now. He is prepared to vary 
his appeal a number of times and 
he is ready with sufficient illus- 
trations to back up JUDGE’s rec- 
ommendation. 

So, we have our three little 
people who make a competent 
successful salesman—JOE, JUDGE 
and MIKE. Their responsibilities, 
as far as you are concerned, must 
be clear ... you must continue 
to improve their techniques in 
each one of their jobs. Analyze 
your own pattern over the past 
six months—if you are not entire- 
ly satisfied with some of your re- 
sults, where are you falling down 
in the area of JOE? JUDGE? or 
MIKE? then set out to improve 
the techniques of each little per- 
son whot ogether make such a 
wonderful contribution to your 
success as a top-notch investment 
man. It is not complicated—sell- 
ing is just as simple as the jobs 
of those three little men and it 
will be surprising to you as you 
improve the techniques of each 
one or all of them in their own 
area what tremendous differences 
in results and earnings will result. 


Introduces Six Negative Examples 
Now let’s swing over into the 


reverse. I am going to illustrate 
in a negative way some of the 
faults of salesmen that I have met. 
Iam going to introduce six of the 
greatest alibi artists in the world. 
Men with real abilities and per- 
sonalities who could be leaders in 
their organization, but who due to 
some idiosyncrasy, weakness or 
failing are not measuring up. I am 
going to exaggerate the shortcom- 
ings of these men substantially but 
I would like to say any similarity 
or likeness to anyone is of course 
purely coincidental. These pecu- 
liar behaviorisms have become 
part of them and frequently they 
even do not recognize their faults. 

(1) First, may I present EXEC- 
UTIVE ELMER. He is an office 
salesman—chained to his desk. He 


does not believe in expending too 
much energy to go out and call on 
people. Years ago someone phoned 
in and he has gotten the odd order 
over the telephone so he uses it 
continually—tells his clients what 
he has to offer . . . how good they 
are ... does not believe in making 
courtesy calls or service calls. He 
will write letters—send Christmas 
cards or calendars. Considers him- 
self to be an executive rather than 
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a salesman. He loves to meet the 
other salesmen from other houses 
and talk about methods, techniques 
and he does most of the talking 
but basically he just does not like 
to go out and see enough people. 


When the weather is warm, he 
tells himself his clients are too 
busy with other things so why 
should he expend energy to try 
and get an interview. He does not 
realize that all personal contacts 
are important ... even seeing 
them when not trying to sell any- 
thing is building prestige. He is 
actually not a salesman at all—he 
is an order-taker. He may make 
the odd call but he feels it some- 
what beneath his dignity to put 


on a demonstration or to try and 
win an interview with a buyer 
does not immediately welcome 


him with open arms. He has some 
fine things to offer but he feels 
when his clients are interested, 
they will let him know and they 
will give him an order. 


He is not very successful from a 
financial angle . . . Who’s Fool- 
ing Whom? Is he fooling his sales 
manager — his clients or other 
salesmen? Elmer is only fooling 
himself and his own family—they 
are the ones who suffer. You have 
to make the calls to get the results. 


(2) Then I would like to intro- 
duce EGOTISTICAL EGBERT. He 
is the know-it-all type of sales- 
man. He has been in business for 
quite a few years; some have been 
successful, others not so success- 
ful but he knows all there is to 
know about marketing and sales- 
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Who's Fooling Whom? 


manship. He does not have to 
study new techniques or modern 
sales methods .. . he has heard all 
that before. He loves to tell clients 
off ... none of his buyers are as 
clever as he is. He could tell them 


all how to make a lot more money 
and he frequently does in no un- 
certain terms. He has many defi- 
nite ideas and he loves to expose 
them. He never hesitates to con- 
tradict a client. He has a strong 
personality ... lots of confidence 


but he rubs a lot of people the 
wrong way. In fact he has only 
a superficial knowledge of what 
he has to offer. He seldom wor- 
ries about his clients. He is us- 
ually working on two or three big 
orders but very few of these big 
orders ever mature. 

He is apt to dress flashily ... 
usually has a cigar or cigarette 
in the side of his mouth .. . lives 
beyond his means ... puts up a 
brassy front but frequently has to 


touch his friends or associates for 
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a small loan .. . just to the end of 
the week of course, but usually it 
is hard to get it back from him. 
EGBERT is a Big Shot in his own 
opinion and is condescending to 
his clients. He has a tendency to 
play himself up by belittling or 
running down the other fellow. 
Who’s Fooling Whom? 


Now let me present GROWLER 
McGURK. We have seen this sales- 
man in every line. GROWLER al- 
ways has a chip on his shoulder. 
Goes around with a scowl on his 
face. Criticizes his firm for not 
doing enough advertising of the 
right type. They do not pay him 
enough .. . they do not advise him 
of changes that occur . . . they do 


not give him prompt replies to -~ 


his questions . . . deliveries are 
not handled properly. GROWLER 
is a hard worker .. . uses a lot 
of energy but he turns a lot of 
people against him because he us- 
ually has a tale of woe. He is 
never very interested in taking 
part in community life. He is apt 
to criticize other firms and other 
salesmen and he will criticize the 
client for some of his purchases 
not realizing that by belittling the 
client he is making it more diffi- 
cult for himself. He is experienc- 
ing as Scott once said “The sick- 
ening pangs of hope deferred.” He 
would rather make a fuss than 
make a sale. He will likely end 
up with ulcers and the trouble 
with ulcers is that you may end 


up with them and still not be suc- 
cessful. Who’s Fooling Whom? 
If Growler could only get that 
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chip off his shoulder .. 
people have trials, worries and 
problems and they are not inter- 
ested in his. If he would put a 
smile on his face and look at the 
positive side of things about his 
business, he could go a long way. 

(4) Now let me _ introduce 
LACKADAISICAL LARRY. Larry 
is an extremely likable chap who 
loves to visit. Nothing is too much 
trouble for him to do for anyone 
else. He knows quite a lot about 
securities but just has no idea of 
the value of another person’s time. 
He will discuss last night’s hockey 
game ... last night’s TV show 
. some news out of the paper 


. other .. 


. the weather. He takes a lot 
of time to get down to business— 
very careless — drops cigarette 
ashes on the client’s desk, floor or 
counter. As soon as he comes in 
the client wonders how he is go- 
ing to get rid of him, much as he 
likes him ... they hate to give 
him the brush off but they hate 
to waste a lot of time. 
Fundamentally Larry is so lazy 
that he will not follow an organ- 
ized method to be successful. He 
is not overly ambitious . . he 
just cannot accept the fact that 
there is no substitute for hard 


work. 
Larry is a joiner—he belongs to 
a church, lodge, to any organiza- 
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tion that starts .. . everybody likes 
him. He is so busy being a good 
fellow, mixing and meeting with 
people, especially making a pest 
of himself .. . in other words he 
never gets very far. His asso- 
ciates call him Theory because he 
seldom works. He plays around... 
kids and finds it easier to adjust 
himself to problems that go with 
a small income than to force him- 
self to follow a planned routine 
work which will bring him suc- 
cess. Who’s Fooling Whom? 

(5) Let me introduce ROTATING 
RALPH. Ralph knows his busi- 
ness ... has a few good clients 
who deal with him from year to 
year and he just goes back over 
those same people. He is not look- 
ing for new fields or prospects— 
after all he has been on the terri- 
tory for years and there are just 
no new prospects. His competitors 
are digging them up but he runs 
around with a small circle of 
clients because he cannot find any 
other place to go and they get 
rather fed up with him. He never 
knows where he is going first 


thing in the morning... he us- 
ually takes his time over a lei- 
surely breakfast ... then off for 
a cup of coffee with some of the 
fellows in the drug store 
drops in for a game of pool and 
by then it is time for lunch. He 


* part. 


Osticuy & Hudon, Ltd., Montreal, arriving on the steamer 


at Murray Bay 


may make one call in the after- 
noon on somebody he saw a 
couple of weeks before. He visits 
for awhile and then it is time for 
another cup of coffee in the after- 
noon. 


He usually lunches with some of 
his pals instead of with a client. 
He is haphazard about his appoint- 
ments ... about getting informa- 
tion about his prospective new 
clients .. . never jots them down. 
His circle of clients is getting 
smaller and smaller. You will of- 
ten see him standing around the 
room wondering where he is going 
and what he should be doing, not 
realizing that every top notch 
salesman is opening new accounts 
—expending their energy. Who’s 
Fooling Whom? 

He is in a fine territory but he 
does not realize the many oppor- 
tunities that are right around the 
corner because he is like a horse 


with blinders. Who's Fooling 
Whom? 
(6) As my last alibi artist I 


would like to introduce G. HOWIE 
PHAILS. This is another very 
definitely exaggerated caricature 
but he represents an inefficient 
salesman. He does not realize that 
people like to deal with success- 
ful people. He does not dress the 
. . he is not well groomed 
. . . his shoes are seldom shined 
... his suit seldom pressed . . . his 
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linens leave something to be de- 
sired. He contacts a lot of small 
buyers but has not been able to 
develop enough courage and abil- 
ity to go after big accounts... 
has not been able to raise his 
sights to realize that a YES in the 
right quarters makes four times as 
much business as a YES in some 
other quarters. 


He is very careless with his 
time ... he loves to do a lot of 
the shopping for his wife. He slips 
home often during the day to 
carry out the ashes or shovel the 
snow or some little job around the 
house. He tries to sell on sym- 
pathy ... after all he has been 
around for a long time and given 
people good service they 
should buy something from him. 
He very seldom does any servic- 
ing on his present clients .. . he 
depends on spur of the moment 
ideas when talking to people. 
Some new piece of advertising 
will come out and instead of 
studying it, he puts the folder in 
his car and often will read it for 
the first time in front of a possible 
buyer. 


He is a very poor closer. He 
somehow has an idea that when 
a person buys something from him 
they are doing him a favor. When 
the client says NO for the first 
time, he is beaten. He does not 
want to be considered a high pres- 
sure salesman so his closing abil- 
ity and confidence are very poor. 
He does not realize that if the 
buyer is not interested in one se- 
curity that there are many others 
in which he may be interested. 
His manners are apologetic—in- 
gratiating—negative. Who’s Fool- 
ing Whom? 


Now I realize that very few 
salesmen in your line of work are 
anything as bad as these carica- 
tures, yet many of us have these 
faults to a greater or lesser degree 
but do realize it. If we could 
eliminate their failings and short- 
comings and yet retain and de- 
velop their strong points, each of 
us would develop into more suc- 
cessful salesmen. If we could be 
as efficient in our desk work as 
Executive Elmer ... if we could 
have the confidence of Egotistical 
Egbert .. . if we could work as 
hard as Growler McGurk and 
keep better control of our temper 
. . . if we could like people and 
enjoy their company as Lacka- 
daisical Larry .. . if we could have 
the stick-to-itiveness as Rotating 
Ralph ... the ability to sym- 
pathize and understand other peo- 
ple’s problem as G. Howie Phails 
and eliminate their other weak- 
nesses. 


Add to that a thorough investi- 
gation and appraisal of your work 
under the philosophy of the three 
little man, JOE, JUDGE, and 
MIKE. Set your objectives high 
... plan your work... keep rec- 
ords and analyze your work ... 
follow a pattern so that you are 











busy day in and day out... let a day go by without adding 
broaden and improve your public names to your prospect file—this 









































i bility to get is all in the area of JOE. Set 
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Whe’s Fooling Whom? 


at a time that is not too busy for 
reading financial publications — 
trends of the time — business 
conditions — financial reviews. 
Continually study the offerings 
you have to make to the public— 
improve your actual presentation 
to new clients so that you can tell 
a powerful and clear story. Don’t 
be afraid to come through with a 


strong recommendation. This is 
all in JUDGE’s area. 


= FOUNDED 1885 } 


Then let us inject a bit more 
enthusiasm into the close. Once 
a prospect has money, let’s be 
well prepared to give him all the 
reasons why he should act and act 
now. This is the area of MIKE. 
When we put all these together, 
what do we have—YOU, YOU, 
AND YOU, continually striving 
to improve day by day... con- 


scious of your responsibility to 
your firm ... to your clients... 
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to yourself... living day by day 
by the Golden Rule — “Do unto 
others as you would like them 
to do unto you.” Then your career 
as a salesman will be much more 
challenging . . . much more satis- 
fying and even much more suc- 
cessful. Instead of flirting with 
our job as some of us are in- 
clined to do—you marry the girl 
and settle in our mind once and 
for all that our future, and a won- 
derful one it is, lies with the firm 
we are now with and that we are 
very willing to pay the price in 
planning and in hard work to the 
point where we are going to be 
leaders in our organization. 


Admits There Will Be Ups and 
Downs 


There will be ups; there will be 
downs. There will be times when 
bonds are moving; times when 
they-are not. Times when the stock 
market is up; times when it is 
down. Times when money is quite 
available and credit is easy; there 
will be other times when it is 
restricted. You will be talking to 
optimistic people as well as to 
pessimistic people. A salesman’s 
life can never be run on an even 
keel and you must believe above 
all else that the seed of success is 
in you—that that seed will not 
grow unless it is nurtured, fed, 
and watered. 


You cannot.get heat from a stove 
unless you put wood in it and light 
a fire. It all depends on the price 
you are willing to pay yourself. 
Only five men out of over 100 
achieve wealth at 5; another five 
will have to go on working for a 
living some way, somehow — the 
other 54 who are alive, even in our 
good times, are dependent to a 
greater or lesser degree to indi- 
vidual friends or society. What is 
the difference—the few at the top 
realize that they had to pay a 
price in hard work, study, plan- 
ning as they went along—they had 
a goal that they were willing to 
sacrifice to achieve. The rest wan- 
dered through life without such an 
objective. 


The successful salesman, above 
all people, in all other lines needs 
clear concise goals and objectives. 
He must know where he is going 
and how he is going to get there. 
There is so much room at the top 
in any sales line that the disturb- 
ing factor is that so few people 
reach the summit. Everyone wants 
to — the desire is there but too 
many salesmen come to believe 
that they are frustrated by en- 
vironment and circumstances and 
gradually slip into the easy way 
of living of the crowd, losing sight 
of their objectives. 


The one thing that religious 
leaders over thousands of years 


and great philosophers of our time, 


|} even though they differed on many 


Direct Wire Connections —- TORONTO, NEW YORK, MONTREAL 


things, they did agree on one thing 
—Man is Master of his Fate—he is 
the Captain of his Soul. 


Most of us go through life using 
anywhere from 30 to 40% of our 
abilities and talents and seem sat- 
isfied. The few who get to the top 
BELIEVE in themselves and their 
ability to overcome any obstacle 
or hurdle that is in front of them. 
They know where they are going 
and they do not let anything get 
in their way. 

Most people are like ships in a 
harbor — without a captain and 
crew you can imagine what would 
happen when the engines are 
turned on — without guidance, 
without a goal, without plan. It 
would be luck if it got out of the 
harbor — would likely be sunk — 
battered about or end up on some 
distant shore a derelict. On the 
other hand, a ship well steamed 
up with well experienced trained 
captain and crew aboard who start 
out for a definite destination — 
99,999 times that ship will arrive 
at its destination. 


Last Bit of Advice 


Iam going to tell you something 
that if you will do and if you fol- 
low—if you will practice it night 
and day it will change your life. 
It will bring within your range 
any objective you want to set for 
yourself. Try it for the next 30 
days and don’t get off the track. 

Sit down tonight at home and 
set on paper what your objective 
in life is. Where do you want to 
be five years from now? Success 


is different to different people. 
What is your idea of your success 
—put it down—get it clearly in 
your mind—look at it day in and 
day out — that is your guiding 
light never let it grow dim. Once 
you have that clearly focused then 
put down some of the things you 
must do day in and day out which 
will contribute to that goal. These 
are your minor objectives but you 
will find whether they are the 
number of calls you are going to 
make each day — the number of 
people you are going to see — 
the number of new prospects you 
are going to find — the improve- 
ment of your sales technique — 
whatever they are the fact that 
you are productively busy every 
moment of the day .. . the accom- 
plishment of each of these minor 
goals will bring satisfactions and 
enthusiasms—a feeling of accom- 
plishment and you will get up the 
next morning raring to do. YOU 
ARE ON YOUR WAY. 


If each of us could only have 
some sort of beam, like the pilot 
of our airships have which would 
sound a different signal in our 
ears once we got off the track so 
we could get back on quickly, we 
would follow the shortest course 
to our definite goal as they do. 
These minor objectives or work 
habits or plans are your radio 
beam and each evening when you 
analyze your results for the day 
you will find where you have 
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gotten off course—then make the 
necessary adjustment so tomorrow 
you will be back on the beam. 
This suggestion is not easy, it is 
going to take all the concentrated 
ability and will-power that you 
have but if you will do it for a 
month, you will develop habits 
which will never leave you. 
Successful salesmanship is 
nothing but doing sufficient of 
the right things at the right time 
in areas of Joe, Judge, and Mike, 
and making sure that nothing de- 
tracts you away from your goal. 
Your whole life will change. 
Week after week your success 
pattern will improve. Your suc- 
cess—your goal is entirely with- 
in your own control. It all de- 
pends on the price you as an in- 
dividual are willing to pay! 


Summing Up the Ending 


Every salesman must develop 
three personalities to be a success. 
Every salesman has a triple func- 
tion to perform in addition to 
knowing his business thoroughly: 


(1) You must approach a care- 
fully selected number of people. 

(2) You must be in a position 
to advise them. 

(3) You must be able to get 
favorable action from people. 


Each of these functions should 
be looked at separately so you are 
really three men in one. These 
men must work carefully together 
but each one uses different tech- 
niques and different skills. Each 
has his own job to do. The degree 
of success with which each little 
man performs his own skills with 
efficiency determines your over- 
all success as a salesman. The 
three little men I call JUDGE, 
JOE AND MIKE. 


JOE is your public relations 
man—he has three main jobs. He 
must build the market where you 
operate. He must arrange for in- 
terviews under favorable circum- 
stances. He must plan your work 
so that you are not only busy but 
busy efficiently. 

JUDGE is the adviser — the 
counsellor. He is the man who 
knows your product thoroughly. 
He takes over in the interview 
after the introduction. Skillfully 
finds out what the needs, wants 
and requirements are and pre- 
scribes a solution which will be 
of benefit to you as a prospect. 
His job is very similar to that of 
a doctor who must diagnose before 
he prescribes and with the best 
interests of your client at heart, 
JUDGE goes to work to analyze 
the situation to see how he can be 
of help. 


MIKE the third little man is the 
motivator—the closer. He takes 


over at the end of the interview 
making certain recommendations 
and it is MIKE’s job to get fav- 
orable action as soon as possible. 
Only about one in every five pros- 
pects will act, even on a good 
idea, entirely on their own accord 
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and without some motivation. 
MIKE must be able to meet ob- 
jections carefully and honestly. 
There are sO many demands on a 
person’s income, so many ways to 
use the capital that a person may 
have that it is often confusing to 
a prospect as to whether or not 
he should act now. Providing 
MIKE has thoroughly sold him- 
self, that if he were in that pros- 
pect’s shoes, it would be in his 
best interest to act now then it is 
MIKE’s job to persuade the pros- 
pect to do it now rather than put 
it off. 

So these three little men of 
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JUDGE, JOE AND MIKE all go 
together to make up a competent 


successful salesman. If you will 
analyze your own techniques in 
the three areas mentioned above 
and improve the skills of each of 
these three little men then your 
overall ability as top investment 
counsellors and salesmen will im- 
prove day by day, but always re- 
member one thing—don’t confuse 
salesmanship by a complicated set 
of rules. It is as simple as the 
Golden Rule, in fact it is the 
Golden Rule “Do unto others as 
you would have them do unto 
you.” 
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Building a Growing Future 


was slightly lower than a year 
earlier. However, by April, 1958 
employment was again higher 
than a year earlier. 


To some extent the pressures 
generated in 1956 did not have 
their full effect on prices until 
1957. Thus, the consumer price 
index, which began to rise in mid- 
1956, continued upward until last 
October, and experienced another 
short period of increase in the 
first four months of this year. 
Wholesale prices, on the other 
hand, reached a peak in January, 
1957, declined 1.4% during the 
succeeding 10 months, and have 
risen again moderately since No- 
vember. The rise in consumer 
prices offset about half the in- 
crease in average wage rates so 
that advance in real income dur- 
ing the year was about 2%. 


Guarding Against Inflation 


In the absence of immediate in- 
flationary pressures I would not 
expect any general increase in 
prices during the balance of 1958. 
But this is not something we can 
take for granted. It is the duty 
of all groups and classes in our 
society to ensure that the pros- 
pects for a sound recovery are not 
dimmed by a spiralling of costs or 
that efforts to stimulate recovery 
do not lend strength to a new 
inflation. Inflation remains a 
very real danger against which we 
must remain on guard. 


I have dealt with some of the 
more significant economic trends 
which have developed over the 
past several months—with the de- 
clining strength of business capi- 
tal investment and with the con- 
sequences from an employment 
standpoint of the slackening of de- 
mand. The natural economic ef- 
fects of these tendencies have 
been softened and reduced by 
government action on a number 
of fronts. I have already referred 
to the large amount of money 
made available for housing. In 
addition, in line with the govern- 





On Solid Ground 


ment’s intention to proceed with a 
comprehensive program of na- 
tional development and at the 
same time to alleviate current 
unemployment, a major program 
of public works is now being im- 
plemented. 

Additional financial assistance 


being given to the provinces will 
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enable them to proceed with 
needed capital improvements in 
the provincial and municipal 
fields. Social Security benefits 
have been substantially increased 
during the past year. Benefits 
under the Unemployment Insur- 
ance Act have been expanded. 
The Unemployment Assistance 
Act was amended so that the 
Federal Government now partici- 
pates equally with each province 
in the cost of assistance to those 
not drawing unemployment in- 
surance. 

Taxes were lowered. The ex- 
emption for children receiving 
family allowances was raised from 
$150 to $250 and for other children 
from $400 to $500 per annum, 
There was as well a reduction in 
the rate of personal income tax. 
The special excise tax on automo- 
biles was lowered by one-quarter 
and small businesses were bene- 
fited by an extension of the cor- 
poration income bracket subject to 
the 20% tax rate from $20,000 to 
$25,000. The total reduction in 
taxes last December amounted to 
$178 million in a full year. 


Monetary Policy Changed 


Monetary policy also changed 
in the latter part of 1957. The 
money supply was expanded rap- 
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idly after mid-August, and partly 
for this reason and partly because 
of a reduction of demand in cer- 
tain credit fields, monetary condi- 
tions in Canada generally became 
easier and interest rates declined 
substantially. Banks have now for 
some time been in a position, so at 
least some people tell me, to meet 
all credit- worthy demands for 
commercial and personal loans. 
Market rates of interest in almost 
all categories of borrowing have 
declined substantially. 


I can conclude this analysis of 
our economic situation by saying 
that there are hopeful signs that 
we have reached the end of the 
recent decline. Moreover, the 
problem has moved more clearly 
into the domestic field. Although 
the influence of external demand 
was important as one of the ori- 
gins of the current adjustment, 
the direct effect of the decline in 
certain basic exports has been less 
significant that the indirect effects 
on business capital investment. 
Now that capacity in a number of 
industries has overtaken or ex- 
ceeded current demand it seems 


obvious that relatively less of our 
energies will for a time be di- 
rected to creating new capital fa- 

Continued on page 20 
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cilities in the business sector. As 
a result we shall be able to devote 
more of our energies to filling 
some of the gaps which have de- 
veloped over the last few years in 
housing, in municipal services and 
in other requirements for social 
capital in Canada, and in laying 
the basic foundations for the new 
period of business expansion which 
will not be long delayed. The pol- 
icies of this government are assist- 
ing the growth in housing and 
social capital. The expanded role 
of social capital is illustrated in 
the 1958 Outlook for Private and 
Public Investment published by 
my colleague, the Minister of Trade 
and Commerce. Present invest- 
ment intentions of business for 
capital outlays in 1958 are about 
11% below the 1957 level. Planned 
outlays for housing, government 
departments and institutional 
services on the other hand are 
14% higher. 


With all these factors in mind 


and with due regard for the re- 
sourcefulness of the Canadian peo- 
ple and the government’s deter- 
mination, I had no hesitation in 
budgeting on the basis of a re- 
sumption this year of the rise in 
incomes and production. Assuming 
normal crops, stable prices and no 
untoward external events, I based 
my revenue forecast on a gross 
national product of $32 billion, 
which is about 2% above the 
record level in 1957. 


Government Financial Operations 
1957-58 


Subject to final check when 
the books for the year have been 
closed, our revenues for the fiscal 
year which ended on March 31, 
1958, were $5,047 million, our 
expenditures were $5,086 million 
and there was a deficit for the 
year of $39 million. The decrease 
in revenues of $97 million as com- 
pared with the forecast is less 
than 2%. The expenditures were 
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only $21 million, or less than one- 
half of one percent higher than 
I had forecast in December. I 
can assure you that we are en- 
deavoring to exercise the closest 
possible control over our financial 
operations as I think these figures 
will demonstrate. 

In addition to our budget out- 
lays, we met substantial non- 
bugetary obligations. All were 
financed without any increase in 
the government’s outstanding un- 
matured debt by reducing our 
cash balances by $163 million. 

Our public debt operations dur- 
ing 1957-58 included the redemp- 
tion and refinancing of a very 
large volume of government secu- 
rities. Net sales of Canada sav- 
ings bond series 12 amounted to 
$1,177 million, an all-time record, 
and other new securities amount- 
ing to $1,350 million were issued, 
in addition to the refunding of 
treasury bills which matured 
weekly. During the fiscal year 
outstanding securities amounting 
to the very large sum of $2,650 
million, including $1,050 million 
of previous Canada savings bond 
issues, were redeemed. After tak- 
ing into account the net sales of 
securities amounting to $123 mil- 
lion from our securities invest- 
ment and sinking fund accounts, 
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the unmatured debt held outside 
these government accounts was 
almost exactly the same at the 
end of the fiscal year as it was 
at the beginning. 

During the first five months of 
the fiscal year interest rates gen- 
erally as in the previous period 
continued to rise, reaching a peak 
in August. Thereafter the rates 
began to fall and this downward 
trend continued to the end of the 


fiscal year. The average interest 
rate paid on the government’s 
unmatured debt was 2.98% at the 
end of the fiscal year compared 
with 3.05% at the beginning of 
the year. Treasury bill rates re- 
flected a similar but more pro- 
nounced trend. The yield on the 
first issue in the fiscal year was 
3.69%. In August the yield rose 
to a high of 4.08%, falling there- 
after to a low of 2.27% on the 
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last issue of the fiscal year, and 
the most recent issue was at 1.76%. 


Government Financing 1958-59 


For the new fiscal year which 
commenced on April 1, I have 
estimated our budgetary expendi- 
tures at approximately $5,300 mil- 
lion, which is $215 million higher 
than our expenditures in the last 
fiscal year. 

Admittedly this is a substantial 
increase but it includes all the 
new expenditures on health and 
welfare introduced by the gov- 
ernment such as the increases in 
old age pensions and veterans’ 
benefits and the initial cost of 
hospital insurance which begins 
on July 1. It also includes large 
expenditures for national devel- 
opment which, let us remember, 
will improve our productive ca- 
pacity and efficiency and in due 
course add to our collective 
wealth and income. 

Furthermore, all these expendi- 
tures to which I am referring, by 
providing employment and sus- 
taining private incomes, will help 
to maintain the level of the na- 
tional income during this tem- 
porary period when export de- 
mand for certain of our staple 
products has been softening and 
during the pause which this has 
caused in some sectors of capital 
investment. 


I emphasize that with respect to 
all government expenditure we 
shall continue to search for econ- 
omies to eradicate inefficiency, 
waste and extravagance wherever 
we find them. 

The forecasting of revenue ex- 
pectations in times like these pre- 
sents an even more difficult prob- 
lem than estimating expenditure. 
My forecast after the further re- 
ductions in taxation made by the 
budget is that our total revenues 
will amount to $4,652 million, 
which is $395 million less than 
our revenues in the previous fis- 
cal year. I should point out at 
once that of this reduction more 
than one-half is the result of tax 
reductions made last year, and 
less than half is due to a decline 
in our tax base. Almost all of this 
decline is the result of a reduction 
in corporation profits. 


The estimated budgetary deficit 
is, therefore, $648 million. In ad- 
dition to this sum we must take 
account of our large cash re- 
quirements outside the budgetary 
figures. 

During the current year, 1958- 
1959, we will require about $400 
million for housing loans, about 
$250 million for the C.N.R.’s capi- 
tal investment and refunding pro- 
grams, nearly $250 million of cash 
advances to the St. Lawrence 
Seaway, the Northern Ontario 
Pipe Line and to other Crown 
companies and agencies; and 


other non-budgetary cash re- 
quirements, including the liquida- 
tion of the defense equipment ac- 
count, will be about another $240 
million. 





Against this we shall have 
available in this fiscal year some 
$50 million in our securities in- 
vestment account, about $65 mil- 
lion from the repayment of loans 
made in earlier years, and we can 
expect to receive net about $240 
million of cash into our various 
annuity and superannuation ac- 
counts. 


The net requirement of cash 
for these non-budgetary transac- 
tions, excluding the exchange 
fund account, is thus about $775 
million, and this we shall need to 
borrow. We shall also need to 
borrow the funds to cover our 
budgetary deficit of $640 million, 
and our net new cash require- 
ments in this fiscal year will, 
therefore, be of the order of $1,400 
million. 


In addition to this, some $1,950 
million of our marketable funded 
debt will be maturing during this 
fiscal year, and these maturing 
securities will require to be paid 
off by an equivalent amount of 
new borrowing. In other words, 
during this fiscal year we shall 
need to sell bonds or other securi- 
ties in a total amount of close to 
$3,400 million. This is a major 
financial operation and will re- 
quire the closet cooperation be- 
tween the Department of Finance, 
the Bank of Canada, the char- 
tered banks, and all investment 
institutions and dealers. 


We have already made a good 
beginning. Since April ist we 
have sold issues totaling $950 mil- 
lion, of which $350 million was 
new cash. We still have before us 
the need to refund $1,350 million 
of maturing bonds and to raise 
more than $1,000 million of new 
cash. 

We shall be making every effort 
to promote a good sale of Canada 
Savings Bonds next autumn, but 
whatever net new cash we obtain 
from that source will still leave 
us with a very large financing 
task. 


Emphasizes Non-Commercial 
Bank Borrowing 


This is an appropriate time to 
review the principles which we 
consider should be observed in 
the development of a large pro- 
gram of public financing by the 
government. Perhaps the most 
important general objective was 
referred to in the Speech from 
the Throne on May 12 as follows: 


“My Ministers remain mindful 
of the importance of financing 
their large program of expendi- 
tures in such manner as will best 
safeguard against the recurrence 
of inflationary dangers in future.” 

This means that we must to the 
greatest feasible extent seek to 
raise funds from private investors, 
both institutional and individual, 
and hold to a minimum the 
amount of financing done through 
the banking system, particularly 
where this is associated with over- 
all monetary expansion. 

Obviously the Government must 














plan its bond issues in such a way 
as to make the maximum appeal 
to investors and must in so doing 
take account of the desire and 
needs of investors and of the gen- 
eral psychology of the investing 
public. This means that there must 
be a considerable proportion of 
medium-term and long-term 
bonds in any debt management 
program as well as an appropriate 
amount of short-term securities. 


From the point of view of the 
Government also it is very desir- 
able to achieve a well-balanced 
maturity distribution in our public 
debt. Excluding Canada Savings 
Bonds which are redeemable on 
demand, the average term to ma- 
turity of our funded debt meas- 
ured from today is 5% years; ten 
years ago the average term was 
8% years; 20 years ago it was 10% 
years. If, for example, all matur- 
ing bond issues were refunded 
over the next five years for a con- 
sistent term to maturity of, say, 
only three years, then at the end 
of the five-year period the aver- 
age term of the outstanding debt 
would have shrunk to 3% years. 
If this steady trend towards a 
shortening average term is main- 
tained, we shall soon be confronted 
with progressively larger and more 
frequent refundings which could 


impair the efficient operation of 
both the new issue market and 
secondary markets. Therefore, I 
hold the view that we should seize 
opportunities to create new long- 
term issues whenever these oppor- 
tunities occur. I recognize that the 
large-scale placement of long-term 
bonds has been more difficult than 
money market operations in re- 
cent years for a wide variety of 
reasons but we must not shy away 
from a desirable course simply 
because it is a difficult course to 
follow. 


Before considering further the 
program of issuing marketable se- 
curities I should like to remind 
you of the importance of the Can- 
ada Savings Bond program. As I 
indicated in my Budget Speech, 
there will be another issue of Can- 
ada Savings Bonds this Autumn, 
which will be Series No. 13. This 
I trust is not an ill-omened figure, 
but on the contrary will inspire 
us to strong endeavors to make 
this the most successful issue ever 
made, particularly in terms of the 
amount of new money raised over 
and above the sums required to 
provide for the year’s volume of 
redemptions of previous issues. 
You will recall that sales of the 
last series reached, as I have men- 
tioned, the record total of $1,217 









million or $317 million more than 
the previous record which was es- 
tablished in 1953. Even though as 
much as half of this record sale 
may have consisted of conversion 
by investors of part of their hold- 
ings of earlier series, it was none- 
theless a tremendous merchandis- 
ing feat to obtain applications 
from 1,293,000 Canadians. Invest- 
ment dealers and banks alike de- 
_* full credit for this achieve- 
ment. 


Turning now to consideration of 
marketable securities, it will be 
apparent that the Government will 
have to come to market with large 
scale offerings approximately 
every three months. We shall con- 
tinue to provide a broad range of 
choice to investors as we did on 
the last occasion. The terms of 
new issues will be tailored to at- 
tract participation by all types of 
investors. To develop the full po- 
tential of any market, even the 
best merchandise must be sold. 
Within reasonable limits we wish 
to take any and every step that 
will improve our sales organiza- 
tion and sales promotion. 


Government policy regarding 
the management of the public debt 
cannot follow any rigid formula; 
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Building a Growing Future 
On Solid Ground 


it must be adapted to economic 
conditions and to market require- 
ments. While I do not propose to 
place an undue burden on the 
longer term bond market, I em- 
phasize again that it is most de- 
sirable to keep our maturing debt 
reasonably spread out over the 
years. To refinance maturing is- 


sues chiefly in the short - term 
market would only build up 


greater difficulties for ourselves 
two or three years hence. It will 
be our aim to offer acceptable 
volumes of longer term bonds 
whenever suitable opportunities 
occur, and to spread the remain- 
der sensibly between short and 
mid-term maturities. 


While the prospective increase 
in our debt will be quite substan- 
tial during the next year or two, 
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the net burden of the public debt 
will remain well below what we 
carried quite easily only a few 
years ago. While our net debt 
at the end of this year is higher 
than it was at any time during 
the past ten years, its burden 
while measured as a percentage 
of our Gross National Product 
will be significantly lower than 
it was three years ago. 

The raising of a total of ap- 
proximately $3,400 million by the 
sale of bonds or other securities 
is indeed a formidable undertak- 
ing. We hope to do it without 
causing an undue strain upon the 
financial resources of the Cana- 
dian investment market and with 
due consideration of the needs 
of provinces, municipalities and 
business in the same market. 
Moreover, the policy of the gov- 
ernment has naturaliy been to 
seek to do its financing at the 
most favorable interest rates. In 
short, in the light of all these 
factors we shall need the fullest 
possible cooperation on the part 
of investment institutions and 
dealers, and I appeal to your 
patriotism as well as your good 
business sense in seeking your 
cooperation in this task. 


Together we shall be offering 
to the Canadian people the best 


security in the world—an oppor- 
tunity to invest in Canada. 


Tax Policy 


There has been much discussion 
in the press and in financial cir- 
cles as to what fiscal policy is 
appropriate to existing circum- 
stances. Most of this discussion 
has centered around the relative 
merits of tax reductions, public 
investment programs and income 
maintenance policies. It has 
seemed to me, if I may say so, 
that too many of the protagonists 
of these various policies tend to 
take up rather doctrinaire and 
exclusive positions. 


The advocates of tax reductions 
argue that by leaving more money 
in the hands of individuals, con- 
sumer spending will be stimulated 
and more savings will be avail- 
able for productive capital in- 
vestment. But I believe experi- 
ence has shown that while this 
may happen to some extent, un- 
less other stimulating measures 
are taken much of the tax sav- 
ing to many taxpayers tends to 
lie idle. It is neither wholly spent 
nor put into productive invest- 
ment. 

A program of public investment 
has the obvious advantage of pro- 
viding employment for idle or 
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under-employed manpower and 
equipment. But it cannot be a 
complete answer. In a country 
as large and as economically di- 
verse as Canada it takes time for 
some programs to exert their 
maximum benefit upon the un- 
der-employed resources of the 
secondary industries and of many 
districts. 

The third approach to the prob- 
lem — the extension of income 
maintenance policies — has the 
essential value of relieving hard- 
ship and somewhat equalizing the 
burdens of recession, but apart 
from maintaining a reasonable 
level of consumer spending, such 
measures make a limited positive 
contribution to the resumption of 
healthy economic expansion. 


My own view is that just as 
there is no single remedy for the 
problems of inflation, so there is 
no one way to meet the problems 
of recession. We need to use all 
the effective means available to 
us. The essence of sound policy 
lies in using the right balance 
or the best “mix” of the various 
means, and to apply them in a 
timely fashion. 

This I believe we have done. 
I mentioned that last December 
we introduced tax reductions 
which are saving the taxpayers 
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of Canada $178 million in 1958. sider any further major tax re- 
We have introduced new pro- cuctions to be necessary for eco- 
grams of public investment in nomic reasons. The stimulating 
housing, in resource development effect of the policies that we have 
and in improvements to transpor- already and promptly put into 
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and provide the economic climate 
under the much easier money con- 


ditions are proceeding with fur- 
ther hundreds of millions of 
dollars worth of social capital 
investment. By increasing old 
age pensions, improving veterans’ 
benefits, extending unemployment 
insurance benefits and developing 
programs of farm income main- 
tenance we have put additional 
hundreds of millions of spending 
power into the hands of those who 
would otherwise have been most 
harshly affected by the forces of 
recession. 

I believe, moreover, we have 
done all these desirable things at 
about the right time. We took 
action on housing last August and 
again in December. We took ac- 
tion on farm incomes, on old age 
pensions, on veterans’ benefits 
and on unemployment insurance 
in November, December and Jan- 
uary. We have taken more action 
on housing, on unemployment in- 
surance and on hospital insurance 
in the month that the new Parlia- 
ment has been in session, and we 
have further constructive meas- 
ures on the sessional program. 

As a result of such timely ac- 
tion the recession has taken a 
much more moderate course in 
Canada than in other comparable 
countries. On a seasonally ad- 
justed basis our retail sales are 
running ahead of last year; in the 
United States they are down 
about 6%. Industrial production 
in Canada has declined about 5% 
from its peak; in the United States 
the drop is 12 or 13%. Total labor 
income in Canada has hardly de- 
clined at all; in the United States 
it is down about 3%. I do not 
take any satisfaction in these 
somewhat greater declines in the 
United. States, -for nothing could 
benefit Canada more quickly ‘than 
an early resumption of business 
expansion in the United States. 
But we are entitled to take some 
satisfaction, I think, for the rela- 
tively stronger economic position 
in Canada. e's 

With -a budgetary deficit .of 
$648 million and a total cash re- 
quirement, new cash of about 
$1,400 million, I could: not--con- 


for an early resumption of eco- 
nomic expansion. Moreover, the 
main factor in bringing about the 
slackening in our rate of expan- 
sion has been the decline in the 
export demand for some of our 
basic resources, and at this stage 
further general tax reductions 
would not improve the external 
markets for our forest products 
or our base metals. 

To go still further into deficit 
financing at this time could cre- 
ate conditions in which overt 
inflation of a degree very difficult 
to control might re-emerge. In- 
deed even now we have the some- 
what paradoxical situation of 
simultaneous symptoms of both 
recession and inflation. If we go 
too far in the measures we take 
to combat what is, after all, a 
fairly mild recession, we might 
find that we had planted an in- 
flationary time bomb which might 
later go off with a dangerously 
explosive effect. Admittedly, it is 
not arn easy matter to judge just 
the right degree or balance in 
these matters; but in the present 
circumstances, it seems to me that 
we have, for the time being at 
least, a fairly sensible balance of 
fiscal policy, investment policy 
and income maintenance policies. 

While for these reasons I did 
not find myself in a position to 
recommend any major reductions 
in taxation, I have submitted to 
Parliament a rather large number 
of particular tax proposals, each 
of which will be significant to the 
particular groups or persons af- 
fected and which I believe will 
collectively constitute a consider- 
able measure of improvement in 
the equity and efficiency of our 
tax system. 


High Cost Economy 


I wish to take advantage of this 
opportunity to give expression 
once again to my concern over 
costs of production and prices in 
Canada. Only by keeping our costs 
of production in line with those 
.of our competitors can we hope to 
achieve expanding employment 
“and progressive improvement in 
-our standard of living. 


We are in danger of becoming 
a high-cost economy. Such a pros- 
pect is particularly perilous in the 
case of a country like Canada, 
which must sell so much of its 
production in markets abroad. 
Moreover, Canadian producers are 
encountering increasing difficulty 
in retaining their domestic mar- 
ket in the face of keen competi- 
tion from abroad. Many of them 
under these circumstances turn to 
the government for a solution of 
their cost problem. 

In a free society there is no sim- 
ple formula by which the govern- 


ment can maintain stable prices 
and there is a limit to what gov- 
ernments can do to assist produc- 
ers to hold down their costs of 
production. A wise government 
can, of course, help to promote an 
environment which is conducive 
to price stability and this govern- 
ment gives a high place to that 
duty; but to an important extent 
prices are the result of competi- 
tion among the various economic 
groups which compose our nation, 
each striving for a greater share 
of the national product. I echo the 
warnings issued by the Prime 
Minister to all sections of the Ca- 
nadian people in appealing to all, 
whether employers, employees or 
self-employed, to have regard for 
the general interest in the returns 
they seek for their services and 
products. In a free society there 
is no omnipotent arbitrator who 
can set prices and wages at stable 
levels. One must depend upon the 
sense of responsibility of free 
men and women not to demand 
more than their fair share of the 
national income. As I have said 
on other occasions, in the con- 
ditions of today increases in in- 
comes can be justified by increased 
productivity and by increased 
productivity alone. 


Conclusion 


I am most anxious, in conjunc- 
tion with the officials of my de- 
partment and the Bank of Canada, 
to maintain close liaison with the 
investment dealers and banks 
who are the primary distributors 
of new government issues.I am 
well aware of and value highly 
the informal and close contacts 
which already exist. I know that 
the Bank of Canada is making a 
continuous effort to improve and 
to extend their liaison with. the 
market-place. I hope that aH the 
firms represented here today will 
cooperate with us wholeheartedly. 
I urge you to bring the full weight 


. of your ingenuity and experience 


to bear on the challenge confront- 
ing us. I respectfully urge you to 
participate in the “blue-printing” 
of the program by giving us peri- 
odically your views and sugges- 
tions. I urge you also to re-exam- 
ine the techniques of distribution 
employed in your own organiza- 


vestors is achieved in each and 
every new offering. In short, I 
invite you to become full partners 
in the formulation and execution 
of a debt management program 
which will enable us to build 
Canada’s glowing future on solid 
foundations and in a Manner con- 





sistent with our belief in free en- 
terprise and free markets. 


tions to ensure that the widest 
possible coverage of potential in- 
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How to Combat 


Recession In Canada 


in mind that they are the second 
highest on record. 


“Darlings of Fortune” 


A moment ago I said that our 
exports have held up surprisingly 
well. Looking over our experience 
of the postwar period one cannot 
help but feel that we have been 
“darlings of fortune.” Over and 
over again declines in some export 
categories have been offset by 
increases in others, or by ship- 
ments of new products. For in- 
stance, iron ore exports were im- 
portant factors in 1956 and 1957. 
This year it is uranium which 
has kept our exports up. Exports 
of industrial raw materials are 
down but wheat, aircraft, uranium, 
and farm machinery are up. In 
this there would appear to be at 
least an element of luck. 


There is some question as to 
whether the present level of ex- 


r=* 
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ports can be maintained. If our 
export sales continue to make as 
good a showing as in the first four 
months of the year we can count 
ourselves fortunate. Much, of 
course, will depend on the trend 
of events in the United States— 
our main market—but we must 
keep in mind that conditions all 
around the world are in a state of 
flux. Underdeveloped countries, 
the economics of which depend 
largely on the sale of raw ma- 
terials, are adversely affected by 
the decline in commodity prices. 
The economic situation in Europe 
is less favorable and the position 
in France is disturbing. Then, 
again, industrial materials are in 
over-supply because of slackening 
world demand and excess capacity 
in Canada and elsewhere. 

On balance it would appear that 


we cannot look for an immediate 
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and substantial upturn in world 
trade. 


While on the subject of exports, 
perhaps I should say a word about 
imports. As you know, they have 
fallen sharply and this is largely 
a reflection of a slowdown in the 
importation of capital goods. As a 
result there has been a sharp drop 
in our balance of payments deficit. 

The third expansionary force 
in the Canadian economy is capi- 
tal investment. Here, also, there 
has been a reversal of the postwar 
trend. Capital investment this 
year is expected to total $8.5 bil- 
lion as compared with $8.7 billion 
in 1957. The decline in business 
investment is greater than these 
figures indicate, being offset in 
part by higher housing, institu- 
tional, and government expendi- 
tures. 


While total capital investment 
will be lower, the program may 
have as big an impact upon labor 
and production as did lost year’s. 
The reason for this is that housing 
and similar types of construction 
are more dependent on Canadian 
materials and require more on- 
site labor than the engineering 
type of project. Then, again, up 
to half of our machinery is im- 
ported. 


The major decrease in the busi- 
ness sector is in the resource in- 
dustries. This reflects a slowdown 
in world demand and the fact that 
in recent years they have built 
up more than ample capacity. The 
latter also applies to some of the 
manufacturing industries. The 
question mark as far as capital 
expenditures is concerned seems 
to be 1959. This year there was 
a carry-over of projects from 1957. 
If the uncertainty of outlook con- 
tinues, business may cut capital 
spending further. 


Still “Well Off” 


You will gather from what I 
have said that in my opinion there 
are no expansionary influences 
sufficiently powerful to give the 
Canadian economy a forward 
thrust in 1958. At the same time I 
do not feel that there are grounds 
for lack of confidence. Despite 
the recession, we Canadians are 
well off. Some industries may be 
pinched somewhat but, as I pointed 
out earlier, total economic activity 
continues at a high level. About 
all that has happened so far is 
that we have stopped growing. 
While this is disturbing, one can- 
not say it was unexpected. Stu- 
dents of business have been worn- 
ing us for years that we could 
not expect a continuous upward 
growth trend and 1954 have taught 
us that we must expect dull pe- 
riods as well as bright ones. At 
the moment it looks as if over-all 
activity this year will not be far 
short of a record level. In these 
circumstances the gloom talk 
which you hear would seem to 
indicate a loss of perspective. 

The timetable of any recovery 


from present levels remains a 
question mark. The economic in- 
dices do not point to a broad and 
consistent decline nor to a broadly 
based upturn. It is quite possible 
there may be some further slack- 
ening in business activity in Can- 
ada, particularly if industrial 
production in the U. S. continues 
to drop. Generally, however, I 
look for business activity to stay 
around the present level, especi- 
ally as we are only beginning to 
feel the effects of increased gov- 
ernment spending, and that this 
condition will prevail well into 
1959. Predicting the timing and 
extent of any upturn is hazardous 
business. There are sO many un- 
known factors. Some economists 
fell that resumption of a rate of 
growth equal to that of recent 
years is too much to expect, but 
then few, if any, of them expected 
the economic surge which followed 
the 1953-54 recession. 


Recovery Depends on Exports 


Perhaps a further comment 
would be in order on the question 
of the timetable of any recovery. 
The timing and extent of any up- 
turn for the Canadian economy 
will depend to a very large ex- 
tent on the trend of activity in 
the U. S. and more especially on 
favorable export prospects. Can- 
ada needs to take a good look at 
its international trading position. 
This, in my opinion, holds the 
key to resumption of economic 
growth. No significant upturn can 
be expected until the export out- 
look improves. 

You will gather from what I 
have said that I feel the Canadian 
economy, after a period of hectic 
growth and intense activity, is 
going to have a chance to get its 
breath, or second wind. The slow- 
down is disappointing, but it also 
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presents us with an opportunity. 
The challenge of the recession is 
to put our house in order, to con- 
solidate our position and to build 
a solid base from which sound 
growth can again take place. 


Recently a writer in a U. S. 
business publication suggested that 
the recession and inflation were 
running neck to neck. That, of 
course, is too strong a statement, 
but it is correct to say that the 
seeds of inflation are still present 
and what we do now may result 
in an inflationary trend in the 
future. 


Inflationary forces have waned, 
but the fact that prices have con- 
tinued to rise in the face of a drop 
in demand for goods and services 
indicates they are merely dormant 
—not dead. You may ask why we 
should worry about inflation at a 
time when the economy is in the 
doldrums. The answer is simple: 
it is easier to take corrective ac- 
tion before it starts than it is to 
try to stop it once it gets under- 
way. Today we are suffering some 
of the consequences of the excesses 
of the inflationary boom through 
which we have just passed. If we 
are to minimize recessions and to 
prevent them from being repeated, 
and possibly developing into a 
more serious recession in the fu- 
ture, then we will have to make 
a greater effort than we have in 
the past to avoid policies which 
are inflationary in character. 


Warns Against Unsound 
Measures 


Merely because we are under 
pressure from a business decline 
is no reason why we should adopt 
unsound economic measures. An 
increase in government spending 
and a certain amount of deficit 
financing is probably unavoidable 


| 


| 
| 


=| 


Treasury Bills 
| 


| 


20 Broad Street, New York 5 


EQUITABLE SECURITIES CANADA LIMITED 


Member of The Investment Dealers’ Association of Canada 


EQUITABLE BROKERS LIMITED 
Member of The Toronto Stock Exchange 


Head Office 
60 Yonge Street, Toronto, Canada 


MONTREAL « WINDSOR 


* HAMILTON «+ 
| U. S. Subsidiary: Equisec Canada Inc. 


HALIFAX 











Convention Number 





Hal Murphy, Commercial & Financial Chronicle, New York; Jules P. Dubuc, Belanger, Inc., Montreal; 
Lionel Crevier, Morgan, Ostiguy & Hudon, Ltd., Montreal 





THE COMMERCIAL. and FINANCIAL CHRONICLE 


Mr. & Mrs. W. M. Reay, Nesbitt 
Montreal; Ray 


Thomson & Co., Montreal; Pat Henderson, Calvin Bullock, Ltd., 
Boutin, Nesbitt, Thomson & Co., Ltd., Montreal 








at a time when there is a large 
amount of unemployment, but let 
us recognize that they are infla- 
tionary in character and should 
be kept within reasonable bounds. 
Deficit financing on a large scale 
discourages saving and capital 
formation, and if carried too far 
could start the inflationary spiral 
once again. 


Increased government spending 
raises the specter of higher taxes 
in the future, and taxation is al- 
ready too high. The difficulty with 
a rise in government spending is 
that there seems to be no retreat 
from the new level which is estab- 
lished. 


Everyone would like to pay less 
in taxes, and a broad tax cut 
would direct more money into the 
spending stream, but a substantial 
cut in taxation is not practical in 
light of the spending commit- 
ments of governments. In the cir- 
cumstances, perhaps our efforts 
should be directed at reforming 
our tax structure to provide busi- 
ness with greater incentives to 
expand. I appreciate that tax re- 
lief for business only would not 
be politically popular and I am 
not suggesting a general tax cut 
for business, but rather tax de- 
vices which will encourage busi- 
ness expansion and create jobs. 


About two weeks ago a report 
appeared in the press which in- 
dicated that the government has 
under consideration the question 
of special assistance to small 
business. In this connection the 
question of special loan facilities 
for small biu:siness was mentioned. 
But the nevd of small business for 
additional equity capital is greater 
than it is for loans. In fact, more 
loan funds would be available if 
small business had adequate equity 
capital and the greatest deterrent 
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to the accumulation of sufficient 
capital by small business is the 
high level of income taxes. Six 
months ago I suggested that spe- 
cial consideration should be given 
to earnings retained in the busi- 
ness up to say $50,000, and I am 
convinced that such action would 
solve some of the problems of the 
small businessman. 


Measures to Encourage 
Capital Investment 


I mentioned earlier that capital 
spending for new plants, machin- 
ery, and equipment is of prime 
importance in the generation of 
over-all economic activity and 
that capital spending by business 
is declining. Is there positive ac- 
tion which can be taken to en- 
courage new capital investment? 
I think there is. 


Some years ago the government 
used the device of accelerated 
depreciation to encourage expan- 
sion of defense industries and the 
results were beneficial. Could we 
not use the same device now to 
encourage modernization of exist- 
ing plants? 

Despite the huge sums spent on 
new equipment, we still have 
many plants which are using ob- 
solete equipment and this is re- 
flected in our costs. By encour- 
aging companies to modernize we 
can achieve two desirable objec- 
tives—a reduction in costs and an 
increase in capital spending. 

I am not suggesting a general 
liberalization of depreciation al- 
lowances, though there may be a 
ease for this. Rather, I regard 
accelerated depreciation as an in- 


vestment incentive, applicable to 
particular types of projects under- 
taken within a definite period of 
time. The accelerated rates would, 
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of course, apply only to new in- 
stallations. If a new machine had 
an estimated life of say 10 years, 
the owner might be given the op- 
tion of depreciating it over a min- 
imum of five years and a maxi- 
mum of 10 years—whatever period 
within this range suited his pur- 
pose. But this is a matter of detail 
and today I am only concerned 
with the principle. There would, 
of course, be a temporary loss of 
revenue to the tax collector, but 
this is unimportant in relation to 
the objectives of cutting costs and 
encouraging capital spending. 

Earlier, in discussing the out- 
look for the Canadian economy, I 
suggested that no significant up- 
turn could be expected for the 
Canadian economy until there is 
a revival of an expanding market 
for our exports. This suggests that 
our export industries should in- 
tensify their sales efforts and that 
we should be seeking ways and 
means to assist our exporters to 
meet competition. Perhaps this 
would be an appropriate time for 
this country to improve facilities 
for medium-term financing of Ca- 
nadian exports. Even in the most 
prosperous times certain indus- 
tries have found themselves at a 
disadvantage compared to their 
foreign competitors. The prospect 
is that the near future will see 
increased competition in export 
markets, and the availability of 
credit on reasonable terms may 
become important in retaining 
present connections as well as 
fostering a further diversification 
of our exports. Certainly no cred- 
it-worthy customers ought to be 
turned aside when there is idle 
capacity in Canadian export in- 
dustries. The Export-Import Bank 
of Washington is an example of 
how special export credit arrange- 
ments can benefit home industry. 
Similar credit facilities should be 
available to Canadian exporters. 
However, consideration should be 
given to devising ways and means 
of enabling existing credit organi- 
zations to do the job rather than 
establishing a new institution. In 
either case, government support 
will be required. 


Costs and Prices Must Be 
Reduced 


In conclusion, let me say a word 
about prices, costs, wages, and 
productivity. Despite a leveling 
off in over-all demand and a sub- 
stantial falling off in some sectors, 
cost and price adjustments have 
the exception rather than the rule. 
Yet, a basic need is for lower costs 
with correspondingly lower prices 
which would induce consumers 
and business to expand their pur- 
chases. 


Lower costs and prices would 
also improve our competitive po- 
sition in export markets. However, 
one has to be practical and recog- 
nize that rigidity of wage rates 
makes a material reduction in 
costs difficult to achieve. But this 
does not mean we in business 
should sit back and do nothing 
about costs. I doubt if there is 
any organization where there is 
not some inefficiency and waste 
and it is our task to seek it out 
and eliminate it. Some of the 
price increases of the past year 
have resulted from wage increases 


not justified by a rise in produc- 
tivity, and prices are bound to 


rise if wage increases exceed the 
improvement in output per man- 
hour. Management has a respon- 
sibility to resist wage demands 
not justifiable, and labor a respon- 
sibility to keep its demands in line 
with increases in productivity. In 
the current period we have some 
catching up to do in order to 
bring productivity in line with 
wages, but the result will be lower 
costs and a sounder economy. The 
cure is harder work by all of us. 
It is a task in which each and 
every one of us must participate. 
It is a much surer way of correct- 


ing the recession than waiting for 
the government to bail us out. 
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THE COMMERCIAL and 





Canada’s Monetary and 


Economic Status 


sustained demand for materials that American business conditions 


and labor in Canada. 


Sees Encouraging Signs 

Another encouraging sign is the 
buoyant retail trade which has 
been on an upward trend since 
last fall. Still another is the index 
of industrial production which 
turned upward at the first of this 
year, reversing a trend that 
started in February, 1957. It could 
well be also that business inven- 
tories, which have been in a posi- 
tion of net reduction for some 
time, may be on the point of 
starting up again. If so, that could 
lead fairly quickly to a turnup in 
production, employment and in- 
come. 

These hopeful signs—and they 
are no more than signs—are re- 
assuring, but our economy is so 
sensitive to outside influences that 
we should be guarded in apprais- 
ing the economic outlook without 
considering the world beyond our 
borders, particularly the United 
States. If I am correct in believing 


are showing some signs of im- 
provement — not over the whole 
field of business but in some im- 
portant lines— this could have a 
most helpful effect on the econ- 
omy of this nation. 

Turning to the monetary picture 
as I see it, let me remind you that 
credit restrictions were in force 
for a good part of 1957, The Bank 
of Canada turned to easier money 
policies in August and this became 
quite clear in September and 
October. Since then the money 
supply has been expanded and 
short-term interest rates have 
dropped considerably although 
long-term rates have remained 
fairly constant. 

These monetary factors, how- 
ever, have not resulted in in- 
creased bank loans. General loans 
in Canada of all charatered banks 
on May 7, 1958 totalled $4,383 
million, $153 million less than the 
corresponding date in 1957. The 


reason is a general lack of demand 
for bank credit, arising from the 
economic factors I have been dis- 





TRADE 


FOLLOWS THE FACTS 





No country on earth buys more U. S. goods and services than 
Canada. No other land is more eager than Canada to find U.S. 
markets for its prodacts of field, forest, mine and fishery. To 


help U. S. and 


nadian businessmen in expanding their opera- 


tions on both sides of the border is among our main aims 
as one of the world’s larger banks. We can give you the facts 
about Canada on which your business can move forward in our 
country. Write to our Business Development Division, 25 King 


Street, W., Toronto 1, Canada. 


We do not advise regarding securities. 


THE CANADIAN BANK 
OF COMMERCE 


Head Office—Toronto 1, Canada 


New York « San Francisco - Los Angeles - Seattle - Portland, Ore. 
Resident Representatives — Chicago — Dallas 
and more than 775 branches across Canada 








cussing, a sort of recession com- 
plex. 


Deposits Up $707 Million 


But, while loans have not been 
increasing, that is not true of 
deposits. The total Canadian 
deposits of all chartered banks on 
May 7, 1958 were $11,303 million, 
$707 million higher than the cor- 
responding date a year ago. 
Personal savings deposits stood at 
$6,601 million, an increase of 
$423 million in the year. 


One field of bank lending 
showed a substantial increase in 
1957, mortgage lending under the 
National Housing Act. The total of 
these loans on the books of the 
banks on May 7, 1958, was $622 
million, an increase of $115 mil- 
lion in the year. During the whole 
of 1957, the chartered banks ap- 
proved loans amounted to $173,- 
451 million for construction of 
15,695 new dwelling units. They 
loaned an additional $30,600,000 
for 29,998 home improvement 
projects under the National Hous- 
ing Act. The chartered banks 
were the biggest institutional 
lenders under the act of 1957, 
both in number of loans approved 
and total amount. 


The past year has seen growth 
in several directions within the 
banking system. The number of 
deposit accounts reached 11 mil- 
lion, an all-time high. The number 
of branches on March 31 was 
4,556 in Canada and 149 in foreign 
countries, an increase of 102 in 
domestic branches in the year. 


This physical growth of banking 
leads me to another subject I 
would like to discuss—automation 
in banking. It is reasonable to as- 
sume that a high degree of auto- 
mation will be achieved within 
banking in the next few years and 
I would like to discuss it from the 
point of view of bank customers 
and bank employees. 


Electronics Seen Answer 


The present problem facing the 
chartered banks can be stated 
briefly. There has been a tre- 
mendous expansion in banking in 
recent years, a great increase in 
the number of customers who use 
banking facilities at an ever- 
increasing rate. Despite additions 
to bank staffs and the installation 
of many more mechanical aids, 
the banks are hard-pressed to 
maintain the high standards of 
service, the speed and the ac- 
curacy, that Canadians have come 
to expect of the banking system. 

The answer would seem to lie 
in the field of electronics, where 
cheques can be sorted and ledgers 
posted by automatic machines 
many times faster than those 
manually operated and as nearly 
errorless as a machine can be. 

In the past 10 years the number 
of branches of the chartered 
banks in Canada increased by 
35.8%, from 3,355 to 4,556. During 
those same years, the number of 
deposit accounts increased by 


FINANCIAL CHRONICLE 





46.6%, from 7.5 million to 11 mil- 
lion and the number of entries in 
all deposit accounts, debit as well 
as credit, practically doubled until 
they now exceed 700 million a 
year. 


The use of the cheque has be- 
come so widespread that the 
banking system handles 2,500,000 
every working day and, on the 
average, each is handled eight 
times before it is cleared to the 
bank where the drawer’s account 
is maintained and is debited to it. 


Same Personal Touch 


In that same 10-year period, the 
chartered banks spent millions of 
dollars in extending the mechani- 
zation of their branches. They in- 
creased their staffs by 46%, from 
41,971 to 61,350 and their total 
salary bill went up from $87.2 
million to $188.3 million a year or 
115.9%. 
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We, the chartered banks, are 
conscious of the fact that we must 
work with our customers in ap- 
plying automation. We are sure 
they will cooperate with us be- 
cause it is to our mutual ad- 
vantage to keep Canadian banking 
ing standards at highest level of 
efficiency. One thing is certain: 
automation will not destroy the 
personal touch that has featured 
Canadian banking for so many 
years. 

I would like to make it clear 
also that the introduction of 
automation in banking will not 
displace members of our staffs. 
On the contrary, it will present 
to both men and women greater 
opportunity to advance by releas- 
ing them from purely clerical 
work for more interesting, chal- 
lenging and rewarding tasks. 
There always will be room in 
banking for brains, drive and 
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Montreal Toronto 
~~ H. J." EGAN, VINCENT 
Mar am & Co. The Financial Post 
Meee 4a uss 
9 Se Sen . one ELY, E. H. 
R. A. Daly & Company Limited Wood, Guridy & Company Ltd. 
Toronto Toronto 
DAVIDSON, MISS JESSIE ERTL, E. C.* 
Toronto The Financial Times 
DAVIE, J. H.* Montreal 


Dominion Securities Corp. Ltd. FALARDEAU, G. 


perente J. T. Gendron Inc. 
*Denotes Mr. and Mrs. Quebec City 
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WALWYN, STODGELL & Co. 
Limited 


Members: 
Toronto Stock Exchange 
The Winnipeg Stock Exchange 
The Investment Dealers’ Association of Canada 





STOCK ORDERS EXECUTED ON ALL EXCHANGES 





44 KING STREET WEST, TORONTO, ONTARIO 
EMpire 4-1131 


CANADA BUILDING, 233 PORTAGE AVENUE, 
WINDSOR, ONTARIO WINNIPEG, MANITOBA 

















~ 





FERGUSSON, NEIL* 
G. Tower Fergusson & Co. 
Toronto 


FINDLEY, J. REG* 


Deacon Findley Coyne Limited HARVEY, Q. C., & D. R. C.* Calvin Bullock Ltd. 


Toronto 


FINNIGAN, EDWARD A. 
Thomas B. Read Company Ltd. 
Vancouver 


FISH, H. STUART* 
Collier, Norris & Quinlan Ltd. 
Montreal 


FISHER, A. P.* 
Deacon Findley Coyne Limited 
Toronto 
FLEMING, THE HON. DONALD 
M.* 
Ottawa 
FLEMMING, P. R. 
Fleming & Company 
Toronto 


FORGET, RUDY* 
Forget & Forget Limited 
Montreal 


FORRESTER, W. A.* 
Merrill Lynch, Pierce, Fenner & 
Smith 
New York 


FRASER, MISS G. M. 
Investment Dealers’ Association 
Toronto 


GAGNON, THE HON. ONESIME* 
Quebec City 


GASSARD, H. L.* 
Investment Dealers’ Association 
Toronto 


GIBSON, J. D.* 
Gairdner, Son & Co. Ltd. 
Montreal 


GODWIN, C. E.* 
McLeod, Young, Weir & Co. Ltd. 
Montreal 


GOODENOUGH, R. L.* 
Gairdner, Son & Co. Ltd. 
Toronto 


GOODERHAM, PETER S8.* 
Wills, Bickle & Co., Ltd. 
Toronto 


GOSS, H. B.* 
Goss and Company Limited 
Toronto 

GRAHAM, JOHN 
John Graham & Co. Ltd. 
Ottawa 

GRIFFIN, F. E.* 
Greenshields & Co. Inc. 
Montreal 

HAGAR, DENIS 
Hagar Investments Ltd. 
Victoria 

HANSON, MURRAY 
Investment Bankers Association 
Washington 

HANSON, TELFER R&.* 
Burns Bros. & Denton Limited 
Toronto 

HART, P. N.* 
Dominion Securities Corp. Ltd. 
Montreal 


HARTNEY, JACK HELBRONNER, J. J.* 
Financial Counsel Harris & Partners Limited 
Toronto Toronto 


Toronto HICKS, R. C.* 
HAYMAN, JOHN L. Walwyn, Stodgell & Co. Limited 
Goulding, Rose & Co. Ltd. Toronto 
Toronto HITESMAN, R. C.* 
HEBB. R. C.* Osler, Hammond & Nanton Ltd. 
¥ ’ Winnipeg 
















































HENDERSON, J. P. 
Daly, Thistle, Judson & Harvey Montreal 


Dominion Securities Corp. Ltd. 
Halifax Continued on page 28 





MATTHEWS & COMPANY : 
LIMITED 

Established 1909 | 

| 

* 

| 

Members: | 

Toronto Stock Exchange | 

Investment Dealers’ Association af Canada | 

2 


| 220 Bay Street Toronto, Ontario EMpire 4-5191 | 


Direct Connections with New York and Montreal 
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KERNAGHAN & Co. LIMITED 


Investment Securities 


GOVERNMENT OF CANADA BONDS 
Bought ~_ Sold — Quoted 


2nd Floor, 67 Richmond St. W. Toronto 
EMpire 4-4256 EMpire 8-3871 


THOMSON KERNAGHAN & CO. LTD. 


Members 
The Toronto Stock Exchange 
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THE COMMERCIAL and 


Mr. & Mrs. Robert McCulloch, Osler Hammond & erg Ltd., a tad 
@ Co., Ltd., Vancouver; Frank Parrot, A. E , Ames & 


Ross Wilson, A. E. Ames 
» Toronto 


- & Mrs. 


E. J. McDonnell, 
Armstrong, Montreal; 


FINANCIAL CHRONICLE 


Intercity Securities Corporation Limited, Toronto; 
John Hayman, Goulding, Rose & Co., 


Thursday, July 3, 1958 


Mrs. 
Ltd., Toronto 


Andrew 





Continued from page 27 


In Attendance at I. D. A. C. 
Convention 


HOCKIN, THOMAS M.* JARVIS, A. M.* 
Isard, Robertson and Co. Ltd. 


London 


HOLFORD, W. D.* 
Walwyn, Stodgell & Co. Limited 
Toronto 


HOWES, D. L.* 
Harris & Partners Limited 
Toronto 


HUDON, MRS. MARQUITA 
Investment Dealers’ Association 
Montreal 


HUMPHREYS, D.* 
Bank of Canada 
Ottawa 


HUTCHISON, R. TRAVERS* 
Cochran, Murray & Co. Limited 
Toronto 

HUYCKE, E. D.* 

Bache & Co. 
Toronto 


JACKSON, W. C., JR.* 
Investment Bankers Association 
Dallas 


Toronto 
JOHNSTON, GRAHAME G.* 


Montreal 


JOHNSTON, PETER K. 
Grant Johnston & Co. Limited 
Montreal 


KAUFMANN, JOHN 
Jackson, McFadyen Securities 
Ltd. 
Montreal 


KING, C. G.* 
Gairdner, Son & Co. Ltd. 
Toronto 


KINGSMILL, J. A. 


Toronto 


KIPPEN, E. D. B. 
Kippen & Company Inc. 
Montreal 


KNIGHT, DON* 
Wood, Gundy & Co. Ltd. 
Winnipeg 


Bankers Bond Corporation Ltd. 


Credit Interprovincial Limitee 


Investment Dealers’ Association 





Eastern Securities Company 
Limited 
Est. 1910 
Government, Municipal and Corporation 
Securities 
MEMBERS OF 
THE INVESTMENT DEALERS’ ASSOCIATION OF CANADA 
Offices: Saint John, N.B. 


Moncton, N.B. Halifax, N.S. 
Predericton, N.B. 


(Head Office) 
Charlottetown, P.E.I. 
Sydney, N.S. 


Summerside, P.E.I. 
Dartmouth, N.S. 
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FOR YOUR INVESTMENTS 
IN THE WEST 


CARLILE & McGARTHY 


LIMITED 
Over 27 Years in Western Canada 


MEMBERS 
THE INVESTMENT DEALERS ASSOC. 
OF CANADA 


Direct Private Wires To All Leading Exchanges 


Offices: 
" — Edmonton — Vancouver — Victoria 
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ALL 


KNOWLES, J. H.* 
Ross, Knowles & Co. Ltd. 
Toronto 

LACE, FRANK D.* 
Matthews & Company Limited 
Toronto 

LAFLAMME, ANDRE 
J. E. Laflamme Limitee 
Quebec City 

LANG, ALBERT G.* 


MARSHALL, W. E.* 


McLeod, Young, Weir & Co. Ltd. 


Montreal 


MARTIN, IVAN A.* 
Royal Securities Corp. Ltd. 
Montreal 


MATHESON, A. L* 
Dominion Securities Corp. Ltd. 
Toronto 


Merrill Lynch, Pierce, Fenner & MEMORY, J. D.* 


Smith 
Toronto 
LEARN, J. R.* 
Nesbitt, Thomson & Co. Ltd. 
Toronto 
LEBLOND, ROGER 
L. G. Beaubien & Co. Limited 
Montreal 
LECLERC, J. C.* 
Rene-T. Leclerc, Incorporee 
Montreal 
LETARTE, L.-P.* 
La Corporation de Prets de 
Quebec 
Quebec City 
LEDDY, J. A.* 
MacTier & Co. Limited 
Montreal 
MacDONALD, W. B.* 
A. E. Ames & Co. Limited 
Toronto 
MacFARLANE, J. B.* 
Bank of Canada 
Ottawa 
MACKAY, D. C.* 


W. C. Pitfield & Company, Ltd. 


Saint John 

MACKENZIE, J. K.* 
Dominion Securities Corp. Ltd. 
Montreal 

McALPINE, J. L.* 
Wood, Gundy & Co. Ltd. 
Toronto 

McALPINE, W. D.* 
Brawley, Cathers & Company 
Toronto 

McBRIDE, D. J.* 
Bell, Gouinlock & Co., Ltd. 
Toronto 


McCULLOCH, ROBERT G.* 


Osler, Hammond & Nanton Ltd. 


Winnipeg 


McDONALD, F. J.* 
Gairdner, Son & Co. Ltd. 
Toronto 
McDONNELL, E. J.* 
Intercity Securities Corp. Ltd. 
Toronto 
McLAUGHLIN, JIM* 
Wood, Gundy & Co. Ltd. 
Montreal 
McLEOD, DONALD C.* 
ef Securities Corporation 
Toronto 
McMILLAN, J. A.* 
Nesbitt, Thomson & Co. Ltd. 
Toronto 
MecNEIL, E.* 
Geoffrion, Robert & Gelinas, 
Incorporated 
Montreal 
MACHUM, R. H. 


Eastern Securities Company Ltd. 


Fredericton 
MALLON, B. A.* 


McLeod, Young, Weir & Co. Ltd. 


Toronto 


Mills, Spence & Co. Limited 
Montreal 


MEISNER, HAROLD G.* 
Royal Securities Corp. Ltd. 
Montreal 


METCALF, H. E.* 


Equitable Securities Canada Ltd. 


Toronto 


MEYER, JOHN A.* 
The Gazette 
Montreal 


MILES, E. S.* 
Burns Bros. & Denton Limited 
Toronto 


MILLER, W. 
Nesbitt, Thomson & Co. Ltd. 
Montreal 

MILLS, R. L.* 
Greenshields & Co. Inc. 
Toronto 

MITCHELL, D. W.* 
Pemberton Securities Limited 
Vancouver 


MURDOCH, G. E. 
Belanger Inc. 
Montreal 


MURPHY, HAL 
Commercial & Financial 
Chronicle 
New York 


NEWDICK, PETER* 
Burns Bros. & Denton Limited 
Toronto 


NIXON, 8S. E.* 
Dominion Securities Corp. Ltd. 
Montreal 

O’BRIAN, LIAM S8.* 
Cochran, Murray & Co. Limited 
Toronto 


OUIMET, ROBERT* 
Dawson, Hannaford Limited 
Montreal 


OSTIGUY, JEAN P. W.* 
Morgan, Ostiguy & Hudon Ltd. 
Montreal 

PAQUET, ROGER 


Credit Interprovincial Limitee 
Quebec City 


PARROTT, F. E. 
A. E. Ames & Co. Limited 
Toronto 

PATON, ROY* 
Osler, Hammond & Nanton Ltd. 
Toronto 


*Denotes Mr. and Mrs. 








255 Bay St., Toronto 














CHARLES H. BurcEss & Co. 


DEALERS IN INVESTMENT SECURITIES 
SINCE 1909 


Members Toronto Stock Exchange 
Investment Dealers’ Assn. of Canada 


Branch—Brantford, Ontario 


. EMpire 4-8471 




















BARTLETT, CAYLEY & COMPANY 








Investment Securities 
e 


320 BAY STREET, TORONTO 1 
Telephone EMpire 6-5221 








Convention Number 








Montreal, 


THE COMMERCIAL and FINANCIAL CHRONICLE 


Jack Hartney, Financial Counsel, Toronto; Mr. & Mrs. Douglas Colvey, Canadian Dow Jones, Ltd., 


Miss Jessie Davidson, Toronto 


Financial Counsel, Montreal 


Mr. & Mrs. Frank Rose, Dow, Jones & Co., New York City; Mr. & Mrs. S. J. A. Brettingham, 





PEPALL, W. G.* 
Bell, Gouinlock & Co., Ltd. 
Montreal 


PETRIE, H. LESLIE 
Jennings, Petrie & Co. Limited 
London 


PHIPPS, 8S. B.* 
James Richardson & Sons 
Toronto 

PAVEY, W. G.* 
W. C. Pitfield & Co. Ltd. 
Montreal 


POOLER, E. R.* 
E. H. Pooler & Co. Limited 
Toronto 

PRATT, J. V.* 
Equitable Securities Canada 

Ltd. 

Toronto 

PURVIS, A. BLAIKIE 
Calvin Bullock Ltd. 
Montreal 

RAMSAY, R. E.* 
A. E. Ames & Co. Limited 
Montreal 

RAMSAY, GEORGE W.* 
Stanbury & Company Limited 
Saint John 

REAY, W. M.* 
Nesbitt, Thomson & Co. Ltd. 
Montreal 

REEVES, R. L.* 
Dawson, Hannaford Limited 
Toronto 

RENAUD, CLAUDE W.* 


Royal Securities Corporation 
Ltd. 
Montreal 


ROBINSON, PETER L. 
Goodwin Harris & Co. Ltd. 
Toronto 





*Denotes Mr. and Mrs. 


ROSE, FRANCIS M.* 


Dow, Jones & Co. 
New York 


ROTHWELL, K.* 


A. E. Ames & Co. Limited 
Winnipeg 


ROULEAU, ROBERT 


Savard & Hart Inc. 
Montreal 


ROY, ROBERT M.* 


Goulding, Rose & Co. Ltd. 
Toronto 


RUEL, PAUL E. 


Grenier, Ruel & Co. Inc. 
Quebec City 


SAURIOL, G. M.* 
J. R. Timmins & Co. 
Montreal 

SAVARD, J. E.* 


Savard & Hart Inc. 
Montreal 


SCERBO, MISS CATHERINE 


Court Reporter 
Montreal 


SCOTT, ERIC* 
J. H. Crang & Co. 
Toronto 

SCOTT, W. J.* 


Gairdner, Son & Co. Ltd. 
Toronto 


SCULLY, H. D.* 


Nesbitt, Thomson & Co. Ltd. 


Saint John 


SHACKELL, FRANK 
Wood, Gundy & Co. Ltd. 
Quebec City 

SHAW, H. V.* 


Gairdner, Son & Co. Ltd. 
Toronto 








TOR 





Harris & Partners Limited 
55 YONGE STREET 


ONTO 


Investment Securities 


€ 


Affiliate 


Harris & Partners Inc. 
NEW YORK 

















SPAFFORD, E. WELLER, FRANK G.* WILSON, ROSS* 
Cornell, Macgillivray Limited Wisener and Company Limited A. E. Ames & Co. Limited 
Halifax Toronto Vancouver 

STEWART, J. M.* WHITCOMB, J. I. M. WOOD, J. D.* 
A. E. Ames & Co. Limited Eastern Securities Co. Ltd. A. E. Ames & Co. Limited 
Toronto Saint John Toronto 

SWANSON, A. R.* WILSON, G. M.* WOOD, J. D.* 
Burns Bros. & Denton Limited Equitable Securities Canada Nesbitt, Thomson & Co. Ltd. 
Montreal Ltd. Halifax 

SYTHES, G. W.* Toronto WOOTTEN, P. A.* 
ea ie Rca ela WILSON, JAMES* The Western City Company 

A. E. Ames & Co. Limited Limited 
STANBURY, NORMAN Toronto Vancouver 


Stanbury & Company Limited 
Halifax 


SMITH, DEVON 
The Toronto Telegram 


Toronto 
TASCHEREAU, WING COM. G. BRAWLEY, CATHERS & COMPANY 

A.D.C. to The Lieutenant- ts 

Pay Investment Dealers’ Association of Canada 

| Toronto Stock Exchange 

TAYLOR, G. H.* 

Wood, Gundy & Co., Inc. ry 

New York 
THOMPSON, D. A.* 

Dominion Securities Corp. Ltd. CANADIAN 

London 

- ICIPAL-CORPORATION 

THOMPSON, F. W.* GOVERNMENT-MUN 

Mills, Spence & Co. Limited 

a. $ | SECURITIES 
THOMPSON, J. T.* e 

Molson Securities Limited 

Montreal | CANADIAN BANK OF COMMERCE BUILDING 
THORBURN, W. H. A.* EMPIRE 83-5621 

Mills, Spence & Co. Limited 

Teceie. TORONTO 


TRIGGER, RAYMOND* 
Investment Dealers’ Digest 
New York 














TURNEY, A. H.* 


Locke, Gray & Company 
Calgary 


VERMETTE, D. H.* 
Savard & Hart Inc. Co M Co 
Savard & Hart Inc chran, Murray & Co. 

LIMITED 


VIDRICAIRE, H. J. 


James Richardson & Sons Member 
Montreal Investment Dealers’ Association of Canada 
VILIM, G. C.* 


Nesbitt, Thomson & Co. Ltd. 


ee Cochran, Murray & Hay 


WADDS, R. W.* 
McLeod, Young, Weir & Co. Ltd. 


Toronto Member of the 
WALL, A. E.* Toronto Stock Exchange 
Confederation Life Association 
Toronto Dominion Bank Bidg., Toronto, Telephone EM. 3-9161 
Hamilton Kitchener Lenden 


WARNER, W. V.* 
James Richardson & Sons 
Edmonton 

WELDON, DAVID B.* 
Midland Securities Corp. Ltd. 

















London 
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MY! 4, Wi 
alle 


SRMRaws 
SQW 


the I. D. A. C.; Edward Pill Marshall, McLeod, Young, Weir & Company Limited, Montreal; E. Spafford, Cornell, MacGillivray 
Limited, Halifax, N. S.; D. E. Boxer, Burns Bros. & Denton, Ltd., Toronto; Peter L. Robinson, 


R. H. Dean, Nesbitt, Thomson and Company, Ltd., Montreal President of 
the steamer at the deck 
Goodwin Harris & Company, Limited, Toronto 


H. Ely, Wood, Gundy & Company, Ltd., Toronto, President-elect, greeting 
at Murray Bay 


Mr. & Mrs. R. H. Dean, Nesbitt, Thomson and Company, Ltd., Peter K. Johnston, Grant Johnston & Co., Limited, Montreal; Frank The Honorable Onesime Gagnon, Lieutenant Governor of the Province 
Montreal Shackell, Wood, Gundy & Company, Ltd., Quebec; Alexander of Quebec, and Mme. Gagnon 
Archambault, Nesbitt, Thomson and Company, Ltd., Montreal 


W. G. Pavey, W. C. Pitfield & Company, Ltd., Montreal; Ed Finnigan, Thomas B. Read Company, Ltd., Latham Burns, Burns Bros. & Denton, Inc., New York; W. D. Ebbles, Houston, Willoughby & Co. Ltd., 
Vancouver; Mr. & Mrs. F. C. Atkinson, Nesbitt, Thomson and Company, Ltd., Toronto; Ted Pooler, Regina, Sask.; Mrs. James Helbronner, Toronto; John Conn, Harris & Partners Limited, Toronto; 
E. H. Pooler & Co., Ltd., Toronto Jim Helbronner, Harris & Partners Limited, Toronto 








The candid camera photographs in the I. D..A. C. issue of the 
COMMERCIAL & FINANCIAL CHRONICLE were taken by 


Jules Blouin, resident photographer at the Manoir Richelieu, 


and prints may be obtained from him at a nominal charge. 








Mr. & Mrs. E. S. Miles, Burns Bros. & Denton, Ltd., Toronto 
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A. F. Francis & Company 


LIMITED 


Members: 
Montreal Stock Exchange 
investment Dealers’ Association of Canada 


INVESTMENT SECURITIES 


66 King Street West, 36 James Street South, 
TORONTO HAMILTON 
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A Copy of our monthly 
Investors’ Digest 
is available on request 


WILLS, BICKLE & COMPANY 


LIMITED 


MEMBERS OF 


THE TORONTO STOCK EXCHANGE 
THE INVESTMENT DEALERS’ ASSOCIATION OF CANADA 


44 King Street West EMpire 8-3081 Toronto 1 





























Ramsay Securities Co. Limited 


Members 
Investment Dealers’ Association of Canada 


4 


197 BAY STREET, TORONTO 
Telephone EMpire 3-2078 























W. COSBY LAMONT Telephone EMpire 8-1729 


LAMONT AND COMPANY LIMITED 


MEMBERS OF 
THE INVESTMENT DEALERS ASSOCIATION OF CANADA 


INVESTMENT DEALERS 


DOMINION BANE BUILDING 


TORONTO 














Intercity Securities 
Corporation Limited 


Members The Investment Dealers’ Association of Canada 


Telephone EMpire 3-5801 


Walter FP. Wilson Arnold G. Plaxton Edmund J. Me Donnell 
Nevin R. Adams 


330 BAY STREET TORONTO 1, GANADA 


Frank McDonald, Gairdner, Son & Co., Ld. Teronte; Mrs. Ivan A. Martin, Montreal; Andrew 
Armstrong, Graham Armstrong Securities, Ltd., Montreal 

















